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Part I—Papers Read at Annual Meeting 
A Life Company Training Program 
Harold W. Gardiner, C.L.U. 
Educational Director, Northwestern Mutual 

Life Insurance Company 


May I say in the beginning that you have paid The Northwestern 
a very nice compliment in inviting me here to speak today on the sub- 
ject of The Northwestern Training Program. We, in The Northwestern, 
are very conscious of the common interest that we have with you teach- 
ers of insurance, and we are glad, indeed, to share our experiences with 
you in the hope that they may be of some value to you. Certainly we 
are very much interested in the work that you are doing. 

Looking back to my own entry into the life insurance business, I am 
still keenly cognizant of the helpful counsel that was given to me by the 
Dean of my law school, and by other members of the faculty when I was 
considering life insurance as my life work. I recall, particularly, the 
counsel given to me by Dr. Cheadle who was a member of the University 
of Oklahoma Law School faculty at that time. As he counseled with 
me on entering life insurance on a career basis, he advised me some- 
what as follows:—“The opportunities in the life insurance business are 
certainly great. While the obstacles are likewise substantial, you ought 
to be very glad that this is so. If it were easy to succeed in the life 
insurance business, then everybody in the world would be trying to get 
into that business, and because of the competition, the business would 
no longer be as attractive and well-paid as it is. If you belong in the 
life insurance business, there is an advantage to you in the fact that it 
is not easy to succeed in that line of work.” I have never forgotten 
Dr. Cheadle’s sound advice, and I think it is as good today as it was 
at that time. 

You don’t need me to tell you that college education is important in 
the life insurance business. I wish that I had some statistics that I could 
give you today to show you just how important this college background is 
to the life underwriter, but I do not have such information available this 
morning. College background is given substantial weight in all of our 
testing procedures, and, from a judgment point of view, may I say that 
our eyes instinctively light up when our prospective agent is a college 
man. Carrying that illustration a step further, our eyes really glow 
when we find that the prospective agent has had specific insurance 
training in his college education. 

You gentlemen, of course, have the credit for the training that our 
prospective agents receive in this direction. You also have the responsi- 
bility for its effectiveness and it seems to me that through the exchange 
of ideas scheduled for this morning, it may well be possible for you to 
understand even better how to bend the training that you give in college 
and that we in the business may appreciate even more how to utilize the 
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background that your graduates bring to us when they come into life 
insurance work. 


I take it that you invited me to come here this morning, not for the 
purpose of making a speech, but rather to tell you frankly and in- 
formally what The Northwestern Training Program is and how it works. 
That is exactly what I plan to do. It is only through honest and prac- 
tical discussion of our joint fields of endeavor that we can arrive at the 
best solution of our common problem—namely, through the medium of 
education and training to convert 2 likely student into a capable and 
effective career life underwriter. 

In opening this discussion, it seems to me that you have a right to 
know something about the current status of a business for which you are 
asked to educate some of the most promising candidates. You are en- 
titled to know, for example, that the average full-time agent of the 
Northwestern Mutual earns a very, very good living in the life insurance 
business. You are entitled to know that one hundred and thirty-two 
members in our Company alone qualified for membership in the Million 
Dollar Round Table this year. Altogether, seven hundred and twenty- 
six men in all companies attained that high level of success. 


You are entitled to know that despite the criticism of the turnover 
in the life insurance business, we don’t believe it to be out of line with 
the experience in other lines of work. It just so happens that because of 
the nature of his activities, a lot more people know about it when a new 
man enters the life insurance business and later leaves it. We are 
keenly interested in increasing the proportion of our new men who go 
through to ultimate success and it is generally conceded that we are 
making substantial progress in that direction. Meanwhile may I sug- 
gest to you that you review among your own acquaintances the young 
doctors, the young lawyers and the young accountants who ultimately 
arrived in a somewhat different line of work than that in which they 
originally launched themselves. Life underwriting will show up well in 
most such comparisons. 

There is another phase of the life insurance business which I think 
we might profitably discuss for a few moments at this time. This is the 
question of whether or not the right kind of men can be attracted to the 
life insurance business without some sort of guaranteed salary during 
their early months in our work. It seems to me we may have permitted 
ourselves to overemphasize this point. Actually, there are some very 
satisfactory salary plans available in our Company and in others. So far 
as we have been able to observe, they haven’t made any spectacular dif- 
ference in our recruiting work. The young doctor and the young lawyer 
have long since adjusted themselves to a period of interneship at low 
pay, in return for which they found great compensation opportunities 
at the other end of their experience. This same willingness to pay a 
price for future, substantial success is a characteristic of many of the 
fellows who have shown the greatest flair for life underwriting. It has 
been interesting to observe in our work how frequently the best type of 
new man has made a particular point of wanting to keep entirely free 
from any financing. He considered it important to make the grade en- 
tirely on his own. Referring to my only twenty-three years’ experience 
in the business, I am not able to recall a single instance where an ob- 
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viously qualified man was obliged to turn away from the life insurance 
business for the sole reason of lack of an offer of adequate financing. 
I think I can properly say to you that if one of your students belongs in 
the life insurance business and really wants a life insurance career, he 
won't have very much difficulty in finding a satisfactory selution to the 
financial considerations that are involved. If he doesn’t belong in the 
business, no possible financial plan will be satisfactory to either the 
agent or the Company for long. 

So much for the general background of the business for which you 
are currently preparing your students. In the training of a life insur- 
ance man, we feel that it is important to recognize the several operations 
that he is required to go through in connection with his daily work. We 
know that an understanding of these steps colors our training of the 
man and I have an idea that they also influence the education that you 
try to give him in your college classes. 

1. A good life underwriter must be a good prospector. He must 

discover and qualify the names of people upon whom he will call. 

2. He must prepare the way for his calls in many, if not in most 
instances, by the use of either the telephone or direct mail. 

3. He must have an interesting approach so that the prospect will 
find it more natural to accord him an interview than not to do so. 

4. He must have a well-organized fact-finding interview presenta- 
tion that will enable him to secure the facts from his prospect 
upon which he can base an intelligent and valuable presentation 
of a life insurance program. 

5. He must employ the information that he gains in his fact-finding 
interview to prepare an insurance plan for the prospect sup- 
ported by the necessary illustrations of the benefits and the cost. 

6. He must conduct a closing interview at which time he presents 
this material to the prospect and gives that prospect one or more 
opportunities to buy either the original plan or some alternate. 

Finally, when the sale is completed, he must prepare requests for 
settlement agreements that will carry out the expressed wishes of the 
insured and make sure that the policies are endorsed to carry out the 
plan. Thereafter, he must follow through with constantly renewing 
service to his policyholder. In an ordinary day’s work, the life insur- 
ance salesman will deal with perhaps eight or ten different prospects, 
each of whom is at one stage or another of this process that we have 
just outlined. 

The objective of the Northwestern Training Program is to make the 
salesman skillful in each of these steps. Frankly, we think we have a 
good program for accomplishing this purpose and I feel that we can 
say so freely and without any sense of false modesty because our pro- 
gram is made up of the ideas of many, many people, both in and out of 
our Company. Certainly, it is not the product of any one or two in- 
dividuals. Several of you in this room today have contributed ideas to 
the plan we are following. On the other hand, we have no slightest 
idea that we have attained an ideal program by any means. We have 
@ plan, one that we are pleased with and happy to tell you about, but a 
Plan which is nonetheless subjected to continuing review and improve- 
ment. 
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There are seme fundamental concepts in our program that you will 
need to understand as a starting point for this discussion: 

1. We believe that training and education is the General Ageni’s 
job. Education and training is not a Home Office assignment 
and it cannot be satisfactorily accomplished by a Home Office 
educational division. An average General Agent can do this job 
better than a top-flight, Home Office setup. This is primarily 
true because of the close relationship that needs to exist between 
the life underwriter and his sales manager. If the General 
Agent isn’t the agent’s original fountainhead of information and 
skill, then the relationship suffers. It has long been recognized 
that the personal tutor provides the best type of training that 
has ever been developed and the General Agent-to-salesman type 
training combination is a most practical example of personal 
tutoring. We can prepare the material and outline the pro- 
cedures, but the real instruction takes place on a man-to-man 
basis between the salesman and his General Agent. This is the 
way it should be because the General Agent is on the firing 
line and familiar with the agent’s immediate situation. 

2. The Home Office Educational Division should furnish the General 
Agent with a workable training plan to follow and the training 
tools with which to implement it. The Training Program should 
be designed with a lot of “white space”, however, so that the 
General Agent can fill it in with his own ideas. It should be 
sufficiently complete to fully guide the work of a new and in- 
experienced General Agent, but flexible enough to incorporate 
the best ideas of our experienced trainer. Our material is all 
beamed toward helping the General Agent do the training job 
rather than attempting to do it for him. 

Another fundamental concept is that training should look in two 

directions in its objectives:— 

1. Know-how—the acquisition of skill in selling by the new man. 

2. Know-what—the acquisition of essential knowledge; the facts 
of the business that the new man needs to have. 

(Here distributes charts showing our Training Program) 

As you will observe from the chart, that has just been distributed, a 
copy of which appears here on this easel, The Northwestern Mutual 
Training Program includes five distinctive steps leading finally into 
preparation for C.L.U. The first of these steps is initial training and 
this covers a period approximately two weeks. During this beginning per- 
iod in which we introduce our new agent to his business, the training in 
selling skills consists of meeting and mastering the sales plan selected for 
this agent to use. He concentrates on this sales presentation for a part 
of each morning and each afternoon with a further study period in the 
evening. At the end of initial training, we expect our salesman to know 
the philosophy of his plan and the lanquage of his presentation so 
thoroughly that he will have genuine confidence in approaching his 
prospects. 

During this same period the new agent’s source of essential inform- 
ation is our Short Course to a Northwestern Career—the nine-section 
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textbook which you see in this red binder. This course was prepared 
specifically for Northwestern agents. It is revised annually and it has 
been in use for more than twenty years. Study hours each morning, 
afternoon and evening during these first two weeks take our agent 
through the material that is contained in the successive sections of the 
Short Course. Naturally, there is a wealth of sales material blended 
in with the information contained in the back. The titles of the nine 
sections are as follows: 


1. Career Life Underwriting (confirming his choice of a career) 

2. History of the Company 

3. Needs, Uses, and Functions of Life Insurance 

4. Prospecting 

5. Science of Life Insurance 

6. Policy Fundamentals 

7. Reference Equipment—Rate Book, Dividend Manual, etc. 

8. Presentation—The technique of selling. 

9. Personal Planning -- The agent’s management of his own 
business. 


We have found that it added materially to the new agent’s retention of 
ideas covered in the Short Course for him to write out a form of exam- 
ination that-we have prepared. We encourage all new agents to do this 
and each one who completes the Short Course examinations is presented 
with a neat certificate signed by his General Agent and The Educational 
Director. 

The second phase of our agent’s training starts with his initial work 
in the field. We are tremendously interested in having this new man 
form sound work habits right from the very first day. We believe that 
if he forms good work habits there won’t be very much room left for him 
to form bad work habits. It doesn’t work out as perfectly as that, of 
course. But that is our objective, nevertheless. 

The Thirteen Weeks’ Reporting Program is a Northwestern develop- 
ment and is, I believe, peculiar to our Company in the life insurance 
field. Over the period of the first thirteen weeks that he is making 
calls, our new agent, each week, makes a report of his field activities 
on a report blank which shows day by day the number of calls he has 
made, the number of prospects he has seen, the number of fact-finding 
and closing interviews that he has secured, the number and amount of 
applications that he has written during the week, the number of new 
prospects he has secured, the number of hours that he has spent in the 
office and the number of hours that he has spent in the field. The ori- 
ginal of this report comes to the Educational Division at the Home 
Office; the carbon copy goes to his General Agent. We review each re- 
port at the Home Office and write the agent a personal letter—(and I 
mean personal)—commenting on some of the more cardinal points in the 
report. We include in our letter some stimulating sales suggestions, 
often enclosing a helpful booklet, such as some of you may have seen 
prepared by the Life Insurance Agency Management Association. The 
nature of these letters and enclosures that are sent along are worked out 
in a carefully prepared pattern. 

The most significant benefit of this Reporting Program, however, 
comes from the things that the agent discovers about himself. With 
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surprising frequency in the remarks portion of the report, we will find 
that the agent has discovered his own weakness and outlined the course 
that he will take to correct it. We realize that the fellow that our 
salesman sees in his shaving mirror each morning is the best sales 
manager that he will ever have. Being his own best sales manager, 
when he discovers his shortcomings and begins to correct them, his 
problems are two-thirds solved. Concurrently with our Thirteen Weeks’ 
Reporting Program, our agents also work through the Insurance Re- 
search and Review Course, “An Introduction to Life Underwriting”. By 
a very happy coincidence, this course consists of thirteen study units. 
In many ways this material duplicates that provided in our own Short 
Course. We have fuund, however, that by studying the subject a second 
time and from a slightly different point of view, our agent not only picks 
up some additional »oints but better understands the material that he 
covered in our own Short Course. 

At the end of the Thirteen Weeks’ Reporting Program, we analyze 
our agent’s reports and send him an analysis sheet with our final letter 
which, based upon his personal production, puts a dollar value on each 
call he makes, each interview he conducts and each hour that he spends 
in the field. You can well appreciate the stimulating effect that such an 
analysis has when, as is frequently the case, he discovers that his field 
hours are worth from five to ten dollars per hour to him based upon 
his personal performance during his first thirteen weeks in the field. 
You might be interested to know that we prepared a study of the 97 
men who completed this Reporting Program from January 1, 1947 to 
July 31, 1947. This study included every man who completed the Re- 
porting Program whether he did very well or did very badly. The aver- 
age value of each field hour for this group was $4.81 which I think you 
will agree is mighty good pay for apprentices during their first three 
months in a new business. 

Participation in the Thirteen Weeks’ Reporting Program is entirely 
voluntary—yet, over 95% of our new agents are enrolled in the course by 
their General Agents. We have been interested to note that this in- 
cluded a good many fellows who had previous experience with other 
companies before joining The Northwestern. All of those who complete 
the Reporting Program are presented with a certificate acknowledging 
successful completion of this second phase of their training. 

The Intermediate Course follows the Reporting Program. It is a 
Case Book study of successful life insurance sales made currently by 
Northwestern Mutual salesmen. The book is divided into eight sections, 
as follows: 

1. Minimum program—prospect with income of $3,000 to $5,000 per 

year. 

2. Minimum program—prospect with income of $5,000 to $7,500 per 

year. 

3. Retirement plan combined with minimum program for doctors 

and other professional men. 

4. Minimum program—prospect with income of $7,500 to $10,000 per 

year. 

5. Insurance program for business and professional women. 
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Minimum program—prospect with income of $10,000 to $15,000 
per year. 

7. Simple business insurance situations, 

8 Estate planning—estate tax problems—prospect with income over 

$15,000. 

In each section, we have assembled case reports prepared by men in 
The Northwestern sales force who are not only doing a good job of 
selling, but who are doing it in a well-organized way. We have three 
or four such reports in each section. In each report the salesman’s 
General Agent uses the first paragraph to describe the background of 
this reporting salesman so the student can relate his own situations to 
that of the agent whose work he is studying. In succeeding paragraphs, 
the reporting agent tells where he got his prospect, what pre-approach 
steps he took, the approach that he used to interest the prospect; he 
gives a digest of his fact-finding interview, provides the facts that he 
learned about the prosvect, tells how he planned for the closing inter- 
view. The report includes a copy of any charts or illustrations that the 
salesman prepares, gives a digest of the closing interview he conducted, 
records the kind and amount of life insurance that he sold and reviews 
the post-sale service that he extended in this case. Finally, our co- 
operating reporting agent offers any comments that seem particularly 
pertinent to him in this sale. 


The student salesman studies the three or four case reports in a 
section during his available study time in the course of one week. The 
following week he has a practice case to work out on his own account. 
We furnish him with a set of facts and he works out his presentation. 
In this fashion, he learns by doing. As one of our good trainers has 
said, “The Intermediate Course of The Northwestern serves to bring 
25 to 30 of The Northwestern’s best organized and effective salesmen 
into the new salesman’s office to explain to him step by step how they 
operate so successfully.” These reports record not spectacular cases 
but typical cases. We want to show our new agent how the job should 
be done, not how it might be done. 

In working out their practice cases, we encourage our students to 
visualize some particular prospect in their file who most nearly resembles 
the situation described in the practice case. With satisfying frequency, 
the agent who sends in his practice case tells us that he used this same 
idea to call on the prospect he had in mind while working the practice 
case and had been successful in selling the full amount of insurance 
recommended. It is a very good example of learning by doing. One 
of the very best ways of studying the Intermediate Course is for a 
group of new agents to go through the course together under the di- 
rection and guidance of their General Agent. We find that they get 
the maximum benefit from the course in this fashion; all those who 
complete the Intermediate Course are presented an appropriate Certi- 
ficate. 

Several life insurance companies have successful home office train- 
ing schools, but we believe The Northwestern Career School to be sub- 
stantially different in its approach and its technique. The Northwestern 
Career School, which extends over a period of two weeks, is not intend- 
ed to teach a new man how to sell life insurance—rather, it is aimed at 
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teaching the successful, new life underwriter how to become more suc- 
cuessful, more rapidly. To be eligible for this school, a new agent must 
have completed at least six months as a full-time life underwriter with 
The Northwestern; he must have put in force at least $50,000 of quality 
life insurance during a six months’ period immediately prior to his at- 
tending the school. He must have successfully completed the Short 
Course, the Reporting Program and the Intermediate Course. Most im- 
portant of all, he must have the unqualified endorsement and approval 
of his General Agent as possessing the qualities that we seek in our 
career agents. It facilitates the General Agent’s appraisal of this man 
~to require that the General Agent pay the travel and other expenses of 
the agent while he is attending the school. The material just now hand- 
ed to you includes a picture of the school, to give you an idea of the 
physical setup, and a copy of the schedule. You will note that the school 
includes a fast moving review of the fundamentals that the agent should 
know at this time with initial emphasis upon prospecting. After a 
thorough discussion of principles of salesmanship and some training in 
the salesman’s use of the savings idea, the first week winds up on the 
subject of programming in which we undertake to be very thorough. 
You will be interested to note the instruction in psychology and the 
training in the use of speech during this first week conducted by a 
professor from the University of Wisconsin. 

The second week opens with a careful study of some of the funda- 
mentals of Advanced Underwriting, particularly in the field of business 
insurance. This is followed by a day devoted to better understanding of 
risk selection, then a day of sales points dealing with the close, and the 
school is concluded with a series of periods devoted to better organiza- 
tion of the agent’s personal life insurance job. We like to remind our 
agent that although he is associated with the sixteenth largest business 
enterprise in the United States, and although his General Agency office 
is one of the important business centers in the community, the agent 
himself is nevertheless engaged in the operation of a one-man business. 
Unless he operates this sole proprietorship on efficient business princi- 
ples, he cannot hope to achieve the success of which he is capable. We 
emphasize this point in each and every one of our training courses. 

We have found that there is a distinct advantage in having the 
school at our Home Office. There is a substantial amount of prestige 
which the agent feels there as he would in no other place. We can call 
on the top men in their lines in our Home Office as instructors and get 
a quality of instruction that we could not have in any other way. By 
carefully selecting our students, we find that each of them gains some- 
thing from the other, and they take away the thought that the associa- 
tion at the school is one of its most important aspects. In keeping with 
our objective of raising this salesman to a higher plateau of perform- 
ance, we undertake to “set each man on fire” before the end of the 
school. Our success in this respect is indicated by the fact that one or 
two of our fellows from each school can be counted on to write from 
$50,000 to $100,000 of business the first week that they are home from 
the school, usually on some specific idea gained in the school. 

We conducted four Career Schools during the year 1947, and expect 
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to have at least three during 1948. An appropriate certificate is present- 


ed to each graduate of the Career Sehool. 

The fifth step in our training program is The Northwestern’s Ad- 
vanced Course aimed at the underwriter approximately at the beginning 
of his second year in the business. The course consists of the four 
volumes displayed on the easel. The purpose of this course is to give 
the agent comprehensive instruction in all manner of advanced under- 
writing subjects. By advanced underwriting, we mean business insur- 
ance for the sole proprietor, the partnership, the close corporation, the 
keyman and situations of that sort. Sections are devoted to income and 
estate taxes, the problems presented by gifts, etc. This course will re- 
quire most of the agent’s study time over a period of approximately 
two years. 

The first five sections are designed to build ground work for a bet- 
ter understanding of the subjects presented later in the course. Section 
No. 1, for exaniple, contains a complete review of the things an under- 
writer ought to know before starting into advanced training, and there 
is a helpful list of references at the end of each division in this first 
section, to which the agent can turn for further knowledge. The second 
section deals with business accounting and the accountant—an obvious- 
ly interesting and appropriate subject. The third section has to do with 
business law and the attorney; the fourth section deals with income 
taxes, and the fifth section with estate. 

With this background of preparatory material, the next twelve 
sections deal with four business insurance subjects in the following pat- 
tern:—Sections 6, 7 and 8 deal with the Sole Proprietorship. Section 6 
presents the ideas that have been developed by the Insurance Research 
and Review Service having to do with the sole proprietor. Section 7 
gives specific Northwestern experience in those fields, offers the advice 
and counsel of our Secretarial Department and incorporates the forms 
that should be used in this type of case. Then, Section 8 gives case re- 
ports of actual sole proprietorship sales made by Northwestern Mutual 
agents in this type of situation. These case reports follow the same 
pattern as the case reports in the Intermediate Course. Sections 9, 10 
and 11 give the same three-ply treatment to the subject of the partner- 
ship. Sections 12, 13 and 14 deal with the close corporation in similar 
fashion. Sections 15, 16 and 17 have.to do with keyman insurance, 
again treated from these three points of view. The next four sections 
have to do with the problems presented by the estate of the man of 
substanfial means involving wills and laws of descent, trusts, trustees 
and trust companies, gifts and life insurance gifts, and estate prob- 
lems generally. The 22nd section deals with the complicated but im- 
portant subject of pension trusts, and the last two sections of the course 
come back to our salesman and the effective organization of his own 
business. We never want him to lose sight of this important subject. 

At the end of each section is a rather substantial “learn-by-doing” 
study project. We have sought in each instance to give the agent an 
assignment that would leave ‘him with a clear and practical understand- 
ing of the material he had just studied by the time he had completed 
his study project. There are twenty-four sections in the course; our 
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feeling is that the:agent should do one per month, digesting the material 
in each section fully before moving on to the next section. A certificate 
is presented to each agent completing this course. 

About the time the agent enrolls in the Advanced Course, he is 
likely to show interest in the Chartered Life Underwriter designation. 


I am sure that everyone in this room is familiar with C.L.U. and its 
important work. We are much interested in C.L.U. preparation and 
in the study groups over the country in which I am sure that many of 
you have an active part. You might be interested to know that in our 
Agency Department Library we maintain a large supply of all the books 
necessary to prepare for these examinations, and these are available 
to our agents without charge on a long loan basis. We make it one of 
our particular objectives to assist and cooperate with any agent who 
wants his C.L.U. To date, The Northwestern Mutual has over two 
hundred C.L.U.’s. Just before I left the office, our librarian told me that 
our C.L.U. book loans for this Fall are already well in advance of all 
the C.L.U. books loaned from the library during the entire previous 
study year. No doubt, many of you are seeing similar signs of increased 
interest in C.L.U. in your own work. 

To tie this entire training program together for our General Agents, 
we have built The Northwestern Training Guide. In the Training Guide, 
there is a section devoted to each of the training steps that we have 
discussed here this morning. In each section, after appropriate para- 
graphs of explanation and preparation, there is a separate sheet for 
each step to be covered in that particular training period. A training 
guide is essential for the use of the General Agent who is to administer 
training on this scale. Although this training guide is prepared at the 
Home Office, we feel that it reaches its maximum usefulness when the 
General Agent makes a personal volume out of it by entering a lot of 
his own training notes. To encourage this, every “training step” page 
of the book provides a considerable amount of blank space specifically 
designated for the use of the trainer in entering his personal notes. 
As a result, his training guide, when properly used, is likely to resemble 
the notes that each of you has prepared for conduct of your own in- 
surance classes. Incorporated in the Training Guide is a check-list for 
the training status of each agent in the training process. Also provided 
with the Training Guide is a portfolio of the seven interview forms con- 
sidered most suitable for starting the new man. Each of these port- 
folios includes the full text of the sales talk and all the collateral ma- 
terial needed to make the presentation. 

Obviously, it is important to give the General Agent training in how 
to use this rather comprehensive training program. Shortly after the 
appointment of a new General Agent, he is invited to the Home Office 
to spend a week getting orientated in his new work. During this period 
he is taken carefully through the training program step by step, and 
coached in the techniques that have been proven suitable for each of 
the phases of our training. Training the trainer is a highly essential 
part of the plan. 

In closing this discussion, there is one point that I should like to 
emphasize above all others. The true test of training effectiveness is 
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the production of a satisfactory quantity of high quality business by our 
new salesmen. We try to keep always in the foreground the fact that 
we are training salesmen and not just seeking graduates from our train- 
ing courses. I can assure you that we are delighted with the sales results 
that we see from the fine young men participating in this Northwestern 
Training Program. Business is good with our new agents. We certainly 
don’t feel that we have discovered all of the answers. We think of our 
training program as a training program, rather than the training pro- 
gram. It seems to be serving its purpose well. All the things I have 
told you about are in successful use. However, we are very mindful of 
the fact that it is only through constant improvement that we can keep 
our material at the high level we have set for ourselves. We are trying 
to live up to the motto that we have sugested for all Northwestern 
Mutual agents—“He who sops getting better ceases being good.” Thank 
you so much for your cooperative attention. 











A Property-Casualty Educational Program 
by 
H. Paul Abbott, Director of Education 


North America Companies 


At the last annual meeting of this association Professors David Mc- 
Cahan and Harry J. Loman presented a very interesting and stimulating 
paper entitled “College Education for Insurance: A Minimum Program”. 
In it they defined the careers in insurance for which their educational 
blueprint was designed as follows: 

“The careers with which we are concerned fall in what might be 
called the business operations area, including such activities as the de- 
termination of business and administrative policies, organization and 
management, personnel and public relations, financial operations, the 
marketing processes and including, in the case of insurance field per- 
sonnel, the advising and counselling of the insurance buyers”. 

They went on to refer to the past weaknesses of acquring “the 
knowledge necessary for exercising all these functions through learning 
on the job and by experience only”. They mentioned that “this process 
has proved too slow and imperfect to work satisfactorily in the complex 
of modern business, especially when those who make business decisions, 
give directions and furnish advice must possess an undertanding of the 
consequences, social implications and political repercussions of their 
acts”. 

I have been asked today to describe for you the program of education 
and training of the North America Companies, with particular emphasis 
upon our views of the relative roles of companies and universities in 
preparing men and women for insurance careers. In doing this, so far as 
possible I shall relate the content of this paper to that which Professors 
McCahan and Loman presented last year. 

In a discussion of this sort, inevitably there will arise the old ques- 
tion of the respective positions of education and training. Which is the 
proper sphere of industry? Which is the proper one of colleges and uni- 
versities? As this story unfolds, I believe it will become clear that we 
at the North America encroach upon the field of education only because 
present circumstances and our recruiting philosophy force us to do so. 
If there be no cure for these compelling circumstances, we shall con- 
tinue to do so. Suffice it to say that we have no intention of attempting 
to embark upon a program of education in direct competition with col- 
leges and universities, for the plain and simple truth of the matter is 
that such a program costs money which we in the industry can put to 
better use elsewhere. We can, therefore, reach agreement on the pre- 
mise that ideally the task of education is one to be entrusted to col- 
leges and universities, while industry should be content with the task 
of adapting general knowledge and skills to specialized tasks and pur- 
poses. It is toward that goal that we are working. 


(16) 
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At this point some may ask just what we mean by education in 
insurance and how is it differentiated from training. Let me assure you 
that if you attempt a definition of either by reference to Webster’s 
Standard, the Encyclopedia Brittanica or any of the usual aids you will 
reap naught but confusion. I know, because I tried it! It was, therefore, 
with a feeling of considerable relief that I finally ran across the follow- 
ing definition published recently by Norman Davis of the National Board 
of Fire Underwriters. It reads: 


“Education is the presentation of information, the cumula- 
tive acquisition of which will provide a fund upon which the 
possessor can draw to form such judgments and decisions as 
he may be called upon to render. An employee educational 
program, therefore, has the major objective of transferring to 
employees a detailed body of related information which will have 
the net effect of developing their horizons and increasing their 
potential worth to the indutsry. 

Training is the development of skills which may be applied 
to the operative functions of the business.” 

Speaking broadly, we might say that formal education is the ex- 
pediting of worthwhile experience, and it is worthwhile experience which 
educates the man. By insurance education we attempt in a comparative- 
ly short span of time to give to a student the accumulative wisdom of 
insurance experience. Roughly speaking then, insurance education is 
concerned more with the “whys” of insurance and training with the 
“hows”. 

As I see it, insurance, born of economic necessity, grew without 
tutelage for many years through comparatively isolated experiences. 
What was knowledge of good practice and principles in the fields of 
Life or Fire or Marine or Casualty insurance was not transmitted from 
one to the other. It remained for the educational institutions of this 
country to attempt looking past and through the “hows” toward the 
“whys”. Their contribution has been the development and demonstra- 
tion of insurance principles and broad problems. Unbiased educators 
have helped to improve insurance operations by publicizing the good 
points of each field, while at the same time integrating all fields into 
the economic whole. Busy insurance men with their limited time seldom 
have opportunity to step back, as it were, from their position of con- 
centrated attention upon the individual trees in order to make intelligent 
observation of the entire forest. Educators have taken the time to step 
back to view the whole and have offered management the advantages 
of the views of such “steppers back”. Today management is perhaps 
inclined to believe that there are many more problems in the business 
than ever before. This may well be true, for my part, however, I am 
inclined to believe that educators have helped the industry to recognize 
problems which have always been present but were heretofore viewed 
through a glass darkly. 

By far the most urgent of these problems is the procurement and 
training of brainpower adequate to cope with a business which is ex- 
tremely complex and vital to the public welfare. It is fully recognized 
that intelligent management is the industry’s most vital need, for it is 
management which must meet and treat with all the other problems 
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in the insurance industry: Furthermore, the problem is more inclusive 
than merely discovering those present employees who have the necessary 
brainpower. A continuing flow into the Company (and the industry 
for that matter) is necessary if the company and industry are to endure, 
for the top management will, in the long run, be no stronger than the 
raw brainpower poured into the Company from the bottom. With this 
in view, we must find young men of ability. We must encourage them 
to enter the business by making it worthwhile and attractive for them. 
They must be shown a career-management plan after employment in 
which they can believe and which will be as sound as educators and 
company men, pooling their abilities and skills, can achieve. 

Our own story properly begins with the most vital responsibility of 
the Education Department, the recruiting for training of all men who 
have the potential ability to rise above clerical tasks. It is from these 
that the future leaders of the company are expected to develop. We 
feel that too much emphasis cannot be placed upon the importance of 
proper selection, for the best training course cannot be any better than 
the material with which it has to work. At the North America we are, 
therefore, trying to find the best material first and then concentrating 
our efforts on the program of training. 

It is because we at the North America place primary emphasis 
upon manpower selection that we find ourselves forced to encroach upon 
the field of education in our training program. We have three prin- 
cipal sources of manpower: (1) College graduates, (2) High School 
graduates and (3) personnel currently employed by the company. These 
three are not listed in order of preference or importance. We are after 
the man first. As a nationwide organization we desire broad geograph- 
ical representation. We must tap the best representative brains and 
leadership-potential of each locale. For this reason we are currently 
and constantly in communication with over a hundred universities in 
the country. Representatives of our education department travel to 
most of these schools at least once each year. The managers of our 
field offices contribute the time and contacts of their employees to this 
vital project. Last year well over 1000 college students were interviewed 
on campuses and nearly 300 were brought on to Philadelphia for further 
screening. 

The visit to the college has a twofold purpose. First, we are vitally 
concerned in breaking down the indifference, if not actual antagonism, 
of the average college undergraduate towards insurance (in some mea- 
sure this applies to the placement directors as well). In far too many 
universities there is on outright ignorance of what constitutes Property 
and Casualty Insurance. That there are outstanding career opportuni- 
ties in insurance for the college graduate is not well known. I believe 
the Life Companies are making a more positive effort to combat this 
than are we. Some of the antagonism arises from the mass hiring tac- 
tics of shortsighted companies in years gone by, a practice which the 
better companies now condemn and are making great strides to cor- 
rect. I need not tell you that there was a time when some life insur- 
ance companies would hire a hundred men for selling jobs with the full 
realization that only twenty could make good but that in the meantime 
the other eighty would sell policies to their relatives and friends. One of 
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the better companies in New York today refuses to permit its represent- 
atives to sell policies to their relatives—a step in the right direction. 
Others now offer a guaranteed substistence for three years until training 
and experience have adequately prepared the individual to prosper 
on commission sales. This has, of course, greatly increased salary ex- 
penditure, which in turn has demanded more careful selection of man- 
power. By intelligent dissemination of insurance information the college 
graduate is coming to realize that salesmanship in insurance is far more 
than door-to-door peddling and the company end of the business calls 
for more than sitting, quill in hand, on a high stool inscribing figures 
in large ledgers. 

After stimulating an interest in the future career opportunities in 
Property and Casualty Insurance, and this is usually done in a group 
meeting with the aid of our recruiting film, we then spend about half 
an hour each with interested candidates. Those men who appear to 
measure up to our standards are encouraged to pursue a thorough in- 
vestigation of us and the industry. They do this by talking to people 
in the business, representatives of our company and competitors. We 
refer them to financiers and other leaders of industry. A list of sug- 
gested reading includes Best’s Insurance Guide with Key Ratings, our 
own brochure, copies of which have been distributed to you; “Careers 
in Fire and Casualty Insurance” published by the Institute for Re- 
search, Chicago, Ili.; “A Career for You” published by the Association 
of Casualty and Surety Executives; “Risks We Face” by Laurence Acker- 
man; a general insurance text; “Fortune Magazine” February 1937 issue; 
“Biography of a Business” by Marquis James; and our own Annual 
Report to Stockholders. We believe that if a candidate is serious in 
his intent to embark upon an insurance career, he will carry out this 
suggested investigation thoroughly and enthusiastically. We tell the 
candidate that he must sell himself upon the advantages of a career 
with us, that unless he shows positive signs of interest we will not pur- 
sue him further. He may receive a letter of encouragement from us. 
If he does, it is just that and nothing more. It signifies that if he can 
“catch fire’ for an insurance career we think he has a reasonable 
chance of completing our screening. The ball is his to run with or not 
as he chooses. : ‘ > 

If the young man elects to try to qualify, his first step is to gain the 
endorsement of the manager of our service office nearest his home. 
Successful in this, he is invited to travel to Philadelphia at our ex- 
pense. There he spends two days with us. The morning of the first 
day he goes through a series of individual interviews with department 
heads. In the afternoon he is given a battery of aptitude tests. The 
next morning he goes before an admissions board made up of senior 
officers of our companies. If he measures up, he is then given a phys- 
ical examination by our company doctor and an orientation talk by our 
Personnel Department. Approximately one in ten from those inter- 
viewed on the college campuses successfully completes the screening, this 
despite the helpful selection efforts of college placement directors. 
Those who fail do so principally because they have not investigated 
their. future opportunities thoroughly enough. They may have a high 
degree of learning speed, and give evidence of leadership, but still have 
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not graduated from the status of “job-hunters” to “career seekers”. 
We do not believe their interest and conviction is sincere enough to 
pull them through the rigors of the training school and the long ap- 
prenticeship which the professional aspects of our business demand. 
Though they may have taken management courses in college, they are 
told that they can not mature to management responsibilities with us 
in less than ten to fifteen years. In these times of easy jobs and quick 
money many men wilt under this treatment. The gallons of practical 
cold water we pour extinguish an interest that has been but lightly 
kindled. Although we plant the spark of interest in the first place, the 
candidates must fan it into a live flame of conviction sufficient to with- 
stand the cold water of honest description of the rigors ahead. That 
such treatment is sound is evidenced by the fact that out of over two 
hundred men taken into the program thus far but 14 have fallen by the 
wayside either during or after attendance in the training school! Of 
course, it is to be expected that a larger number will succumb later when 
the various individuals’ rates of progress become more conspicuous. 
Then, those developing comparatively slowly will be inclined to look 
more favorably upon employment with other companies or agencies. 


Aptitude tests were mentioned as one of our screening techniques. 
On the chance that there may be any possible misunderstanding, let me 
emphasize the fact that we use such tests only as a check, never as a 
control. In fact we are still in process of validating our own battery of 
tests. As part of this validation these tests have been given to most 
of our department heads and officers and to many of our personnel in 
the field. Significant conclusions have not been reached to date. The 
tests of learning speed are the only ones that have demonstrated any 
positive value up to the present time. As an aside, let me say that it 
is interesting to note that in our company almost without exception 
those men with the highest intelligence quotients or learning speed are 
those who have earned the greatest responsibilities in departments. 
I do not think this is a surprise in a business that develops and changes 
as rapidly as ours—high learning speeds are essential! 

Perhaps you may feel that too much space in this paper is being 
devoted to the problem of selection. However, as you will see, it serves 
as a foundation for later discussion of the problems of education and 
training. 

The colleges are our best single source of able manpower. However, 
we would be unwise to devote our recruiting efforts to them to the 
exclusion of other sources. We have but to look about us in the industry 
to see how many of our most able leaders did not have the advantages 
of a college education. Indeed they are in such sufficient number that 
some go so far as to suggest that we do not need the college trained man 
in our business. These leaders, however, are men of such calibre that 
even without formal schoo!ing they were bound to reach the top of any 
industry. They are men, who by self-study and common sense observa- 
tion, have achieved the breadth we try to give our college graduates. 

This brings us to the consideration of our second important source of 
able manpower. Year after year high school principals lament the fact 
that outstanding men of the type mentioned above are graduating from 
schools so saddled with financial responsibilities that the higher edu- 
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cation to which they are entitled is denied them. In our department we 
have assigned one man the task of seeking out these unusual boys in 
the high schools. Within a fifty mile radius of Philadelphia alone 
eighty-five high schools are cooperating with us in the search for such 
men for our company. Our whole field force is charged with the duty 
of carrying on the search throughout the country. On the 25th of last 
month nearly 100 secondary school educators met with us in the Home 
Office to discuss this problem. 

In selecting these youngsters, needless to say, an even more in- 
tensive screening process must be utilized than in dealing with college 
graduates. It is infinitely more difficult to judge the future capacity 
of a “teen ager”. The high school graduate is therefore put through a 
probationary period ranging from six to eighteen months during which, 
by his work performance, he must earn his department head’s recom- 
mendation for admission to the training school. 


Another vital area for recruiting and perhaps the most important 
from many angles, is among our own employees. There are bound to 
be many employed by us in clerical or other capacities who have more 
ability than they themselves realize or than did we at time of hiring. 
Our department heads are constantly on the lookout for such indivi- 
duals. In addition, the education department offers evening insurance 
courses. To assist in proper sectioning of these classes, learning speed 
tests are administered on a voluntary basis. These tests plus course 
performance are a valuable aid in uncovering personnel worthy of 
promotional opportunity and management training. 

From the above selection methods you can see the necessity for our 
supplementing the education (rounding out the educational lacks) of 
our training candidates. Many of our college candidates have not at- 
tended Business Administration schools. The business education defi- 
ciencies of men from the other two recruiting sources are obvious. 

So much for the initial phase of our problem; namely, that of re- 
cruiting and selecting the men to be trained in the schools. Now then, 
to what educational processes are they exposed? Let us take a brief 
look at the types of programs which we now have in operation: 

1. Eight week classes for Local Agents—independent producers, not 

company employees. 

2. A six months class for special agents or company field represent- 
atives. (This should not be confused with our short courses 
for Local Agents.) 

3. A six months class for underwriters, claims and loss men. They 
are “inside” or “desk men”, principally from the Home Office. 

4. Night Classes at the C.P.C.U. level for employees in the Phila- 
delphia area. Our field force may take the same course by 





curr 
5. A night course whose work is patterned after the content of 
Part I of the C.P.C.U. Examination Series but simplified for those 
comparatively new to the business. It serves as an introducticn 

to the business. 
The short courses for local agents, although definitely examples of 
insurance training, do not fit into the career pattern we are discussing 
because those in attendance are not in our employ. These classes at- 
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tune the agent to the insurance practices of the companies he repres- 
ents, help him pass examinations for state licenses, improve his capa- 
city to sell and assist him in his duties as an insurance counsellor. Al- 
though broad in scope, they are necessarily objective in presentation, 
concerned more with how insurance is written rather than why. Little 
time cam be devoted to the “understanding of the economic consequ- 
ences, social implications and political repercussions of their acts”, which 
was referred to in the opening paragraphs. For these men night classes 
in college can do much toward increasing their understanding of the 
part they must play in the insurance industry and our whole economic 
structure. To strive for the knowledge required for the designation of 
Chartered Property and Casualty Underwriter should be an important 
goal for all these men and we strongly advocate that they pursue that 
Objective upon completing our course. 

The six months course or classes for company employees, which in 
the development of our school were actually the first ones organized, 
require more detailed explanation to show how they fit into the career 
pattern. With a plan established of recruiting for the company raw 
material worthy of education and training, the next problem was that 
of teaching methods and staff selection. Here several basic decisions 
had to be made. Since education and training were to be intermingled, 
how was it to be done and in what proportion? After much thought 
we have decided that there should be six months of formal schooling 
followed by training, a planned apprenticeship in department or field 
activity, the latter varying from a year and a half to two and a half 
years according to differences in specific assignment and the indivi- 
duals’ learning speeds. In the formal school the first three months are 
spent primarily upon insurance education, with major concern for the 
“whys” of insurance, and some of the “hows”. The student is exposed 
to all Property and Casualty coverages; he learns the fundamental 
principles which underly the various lines and, above all, where to look 
for anc how to discover the answers to various problems. To stimulate 
interest and satisfy the urge for practical application of theory, rating 
problems and specific risk analyses are gradually introduced, and these 
serve as a transition to the specialized training of the last three. months, 
wherein education continues, but to a lesser degree as the emphasis is 
placed upon the fine points of specific skills. 

This six months schooling is arduous, as concentrated as any offered 
by the armed services during the war. Classes begin promptly at 8:40, 
recess for an hour at lunch time and close at 5:12. Two to three hours 
of evening study are a minimum requirement for five days out of each 
seven. There are no extra-curricular activities, only occasional brief ‘rest 
periods to break the routine. However, with nearly 300 hours of class 
time and 250 of study, a tremendous amount of insurance education can 
be assimilated in the first three months alone. 

In the next three months of specialized training in either Fire, 
Marine or Casualty insurance the case or problem method is used. Staff 
instructors further drive home fundamentals. Department heads outline 
the specific problems, furnish information not available in other sources 
and upon the completion of the problems review the solutions in the 
light of actual practice. 
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A valuable tool in the education and training of these men is a 
working library for students’ special use. It is in addition to our main 
library and is under the charge of a trained librarian and assistant. 
This library, built from scratch during the past two years, has drawn 
upon the experience and inspiration of the Insurance Society's library 
in New York. Only one of the many tasks of this library is the main- 
tenance of nearly 1300 manuals for the students’ use alone! Numerous 
digests of the best articles in current periodicals are prepared and cir- 
culated. The latest publications of colleges and the industry are swelling 
the new shelves. 

After the specialized training in fire, marine or casualty insurance, 
the prospective field men get a fresh review of their across-the-board 
education by means of a week devoted to programming in which the 
multiple-line underwriting philosophy is re-emphasized. The course 
closes with analysis of financial statements and a study of present 
problems of underwriting capacities and reserves. In the next class 
there will be offered in addition a thorough training in the problems of 
agency management so that our field representatives may be of greater 
assistance to our agents. 

The six months course for underwriters, claim and loss men—the 
third in our list of courses—is in many respects like that offered field 
representatives. Of course, underwriting and loss problems are studied 
in far greater detail. Production problems are emphasized less, but 
not much. More time is spent on contract law and closer scrutiny is 
given to borderline cases of risk acceptability. 

A fundamental problem which faced our management at the time 
of the adoption of this entire educational program was that of selecting 
a teaching staff. The question was whether to follow the established 
custom of selecting teachers from among experienced insurance men or 
to risk the radical departure of attempting to convert experienced teach- 
ers of non-insurance subjects into experienced insurance instructors. The 
latter procedure was adopted and after only two years the results have 
already proven the decision to be a wise one. 

It was thought best to hire men known for their success in teach- 
ing rather than in scholarship. The job ahead of these men would al- 
low little time for research. Rather they are called upon to be inspira- 
tional teachers, able to organize their presentations effectively. They 
have to be capable of interpreting the scholarship of the universities and 
at the same time of integrating it with the practical experience of de- 
partment heads and officers. However, before they could teach in- 
surance they too had to go to school. 

While these first instructors went to school all instruction was car- 
ried on by officers and department heads with the guidance of the Di- 
rector of Education. Thus was begun a gradual evolution from instruc- 
tion by experienced insurance men to teaching by our own staff in- 
structors. Management gave A-1 priority to this problem. The first 
class limited to 15 men had 49 instructors, all officers and department 
heads! These insurance men gave lectures, conducted discussion groups, 
administered quizzes and marked them. Perforce, they carried home 
bulging brief cases for after-hours work. Eventually some of their stu- 
dents graduated as staff instructors who little by little relieved them 
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of their teaching load until now in the basic course the insurance spe- 
cialists appear at the school only for summarization lectures and dis- 
cussion prior to each unit examination. In the advance course they 
continue to sit for review of case problem solutions. Without the truly 
extraordinary cooperation of these men there could not be the type of 
teaching staff we have today—a staff capable of handling simultaneous- 
ly the five. courses already mentioned. 

The staff training outlined has had an additional and paramount 
advantage. The procedure pooled the insurance knowledge of the com- 
panies’ executives. The original lectures by department heads were 
transcribed and edited, thus producing the voluminous training manuals 
now available for student study. Today, lectures are virtually elimin- 
ated in the classes, the same material being studied in written form 
at home. These manuals also serve as up-to-date supplements to stan- 
dard insurance texts. I repeat, these manuals offer not the writings, 
thinking or knowledge of one man, but rather the combined knowledge 
of 49 experts in company practice. The undertaking when conceived 
was truly stupendous, but now that it has been successfully carried to 
conclusion, the results are most profitable and gratifying. 


The observation may well be made that too little time has passed 
to permit positive proof of the success of this venture. This is a very 
sane observation. My only rebuttal is the statements of managers and 
department heads; individuals who two years ago were sceptical to say 
the least! An expanding market and shortage of skilled manpower 
forced these supervisors reluctantly to send boys to do a man’s job. 
The results, carefully recorded and analyzed, have been so spectacular 
that keen competition to gain assignment of these graduates has result- 
ed. In the field, managers claim that these men are from 2% to 5 years 
ahead of the development of men of the same age and general experi- 
ence under our old training system. Further evidence lies in the fact 
that some of these young men, in the business only a year, have already 
passed the two insurance units of the C.P.C.U. Examination Series. 

Not too well developed as yet are our plans for the integrated train- 
ing of these men in their assignments after graduation. Note ie word 
“integrated”. Training facilities have long been established, but, because 
apprenticeship under seasoned veterans is the main tools, much needs 
to be done in standardization of the methods of the trainers. Many of 
these men are old hands with very positive ideas about how to train 
beginners. Some of these ideas are definitely outdated, not dove-tailing 
Well with the training already begun in the Home Office. In these 
hectic times standardization of the trainers is a major tesk in itself and 
under present pressure might not be enthusiastically received. How- 
ever, as the managers and department heads gain confidence in the 
education department we hope to do much to help in the dissemination 
of modern, effective training methods. In this we will lean heavily upon 
the valuable experience gained by our armed services during the last 
conflict. 

Last year when the University of Pennsylvania Evening School of- 
fered a class in preparation for some of the C.P.C.U. examinations, five 
members of our education department joined the group. It was with 
some disappointment that we discovered ourselves to be the only repre- 
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sentatives of the North America. Investigation disclosed two reasons. 
One, the class was limited to 30 students in order to permit effective 
teaching and because teachers were scarce. The second reason was that 
our own company personnel needed to be sold upon the worthwhile 
work of the American Institute of Property and Liability Underwriters. 
This year after indoctrinating our personnel with the fundamental pur- 
poses of the C.P.C.U. movement and with the advice and counsel of 
Dean Loman, we are conducting our own classes by means of which 
our employees may prepare for the C.P.C.U. examinations. There are 
more*than 125 employees enrolled in two such evening classes, over 
half of whom are planning to take at least the Part I examination. A 
third class of about fifty, as mentioned before, is taking a simplified 
course patterned after Part I of the C.P.C.U. Program. These night 
classes—the fourth and fifth in our list of courses—have relieved con- 
gestion at the University, have avoided discouragement to those of our 
employees who could not gain admittance, and have at the same time 
rounded out our educational program. 

By these night classes we can remedy some of the insurance edu- 
cational deficiencies, which, as we mentioned above, our selection meth- 
ods create in the procurement of personnel of management timber. 

To summarize then, it is our belief that a sound company program 
for the selection end training of future, capable leaders in the industry 
begins logically with a pattern of recruitment. No source of able man- 
power throughout the nation should be ignored. To seek men in the 
business schools alone of our universities, although it would simplify 
our training problem under present day educational circumstances, 
might deprive us of some of the possible insurance leaders of tomorrow. 
This type of recruiting demands an intermingling of education with 
training. Six months formalized schooling is followed by approximately 
two years training on-the-job. Night classes and extension course fol- 
lowing the prescribed study program for the C.P.C.U. examinations help 
to review the insurance education of the business school graduate or 
offer partial remedy for the business educational deficiencies of liberal 
arts college or high school graduates. 
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Discussion 
by 
Hampton H. Irwin, C.L.U. 
Educational Director 


Massachusetts Mutual Life Insurance Co. 


You have just had an exposition of one of the finest training 
programs in the life insurance business. Intensely practical though 
it is, its outstanding success can perhaps best be explained not only 
by the inherent soundness of the principles upon which it is based, 
but also by the consummate skill of its execution. 

I should like to discuss briefly the background against which this 
training program operates as well as comment upon certain specific 
points which Mr. Gardiner raises. 

It is essential to keep clearly in mind that the training program he 
describes is not wholly typical of the educational procedures used gen- 
erally in the life insurance business. Mr. Gardiner presents a training 
program designed specifically to be used in a purely “ordinary” com- 
pany (the Northwestern Mutual does not write so-called “industrial” 
business), and also a company which is organized on a general agency 
basis. We might say that “industrial” business is usually thought of 
as business written in units of less than $1,000 with premiums collected 
weekly, while “ordinary” business is written in amounts of $1,000 and 
up. Where both types of business are written by the same company it 
is obvious that both the knowledge involved and the skills required 
will differ from those necessary in a company writing only “ordinary” 
business. Under the general agency method of operation, the general 
agent is in a sense the sole proprietor, or entrepreneur, charged with the 
development of specific territory. Each general agent is at liberty to 
conduct his business as he sees fit, subject only to broad executive su- 
pervision by the Home Office. This is in contrast to the so-called man- 
agerial system where the company assumes the entire responsibility for 
operating each agency under the immediate supervision of a manager 
who is directly responsible to the Home Office and is usually given 
specific directions as to what methods and policies he shall pursue. 

Granted that the training procedure must be adapted to the specific 
type of company and the method of organization involved, it is never- 
theless true that with comparatively little modification, the principles 
involved are universally applicable. In addition, I think I am quite 
justified in saying that the Northwestern program—one of the most 
outstanding in the industry—has the tremendous advantage of being ad- 
ministered by one of the ablest educators in the life insurance business. 

Turning specifically to Mr. Gardiner’s paper, I was quite interested 
in the quotation from his former teacher, Dr. Cheadel, who pointed out 
that while the opportunities in life insurance are tremendous, the ob- 
stacles are likewise substantial, but “if you belong in the life insurance 
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business there is an advantage to you in the fact that it is not easy to 
succeed in that line of work.” In passing, I note that this sage advice 
was offered by a lawyer—sales managers are supposed to see only the 
optimistic side of things. 

It seems to me, however, that in sharing his experience with us, and 
in highlighting Dr. Cheadel’s penetrating commentary, Mr. Gardiner 
has indicated one of the most important areas in which the university 
teacher of insurance and the company educator can meet on common 
ground. Life underwriting is a satisfying business, but only for those 
who really “belong” in it, and we should have no fear that a frank re- 
cital of the obstacles to be encountered—obstacles which are very real 
indeed—will déter such men and women from entering the business. 
‘Only the strong are wanted because only the strong can succeed. In the 
classroom, the professor has an unequalled opportunity to demonstrate 
this in a realistic and sympathetic manner through his teaching. We in 
the field are likewise obligated to use all the resources and judgment 
at our command to discourage the men and women who have been su- 
perficially attracted to life underwriting by its opportunities, but who 
do not have the interest, aptitude, and fortitude to follow through to 
success, and at the same time to encourage those who seem to possess 
the attributes of successful underwriters. 

Mr. Gardiner defines the common problem of the university teacher 
and the company educator as the conversion of a likely student through 
the medium of education and training into a capable and efficient career 
life underwriter. Right here let me emphasize the point that we are 
primarily interested in career life underwriters. That is the reason the 
university part of the training is so vitally important. It provides the 
understanding and appreciation of basic principles as a foundation for 
the specialized activity and knowledge necessary for the most signifi- 
cant success in this business. 

Mr. Gardiner definitizes the job of the life underwriter by dividing 
it into six specific operations which comprise the life insurance man’s 
daily work. In addition to these six fields of endeavor he mentions the 
handling of requests for settlement agreement to carry out the wishes 
of the insured. Perhaps this matter of handling settlement options 
might well have been considered as the seventh essential operation in 
the day’s work. From the standpoint of its social significance alone, 
a knowledge of the optional methods of settlement and the underwriter’s 
ability to fit them to the specific needs of an insured call for the very 
highest type of professional skill. The technique of handling optional 
methods of settlement demands not only complete familiarity with the 
intricacies of their usage, but also a wide background of information 
in such related fields of business as economics, investments, wills, tax- 
ation, and the like. Such collateral knowledge is necessary in order that 
the policyholder’s insurance estate and his general estate may be pro- 
perly coordinated. Obviously, the university can be of tremendous as- 
sistance in giving the student a sound knowledge of insurance funda- 
mentals and closely related business principles. This is particularly 
true if, under the guidance of men like yourselves, the student can select 
at least some of his courses with a career in life underwriting in view. 
Not only that, but where the requirements of the C.LU. and the 
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C.P.C.U. designations are kept in mind, the professor can show the ap- 
plication of general concepts to insurance situations. 

Mr. Gardiner also makes the extremely important point that “in an 
ordinary day’s work the life insurance salesman will deal with perhaps 
eight or ten different prospects, each of whom is at one stage or another 
of this process.” He then goes on to say that “the objective of the 
Northwestern Training Program is to make the salesman skiliful in each 
of these steps.” To my way of thinking, right here is the keynote of 
Mr. Gardiner’s paper, and the cornerstone of any good training program 
—to make the salesman proficient in each and every step of his job. 

Let me now comment upon Mr. Gardiner’s statement that one of the 
fundamental concepts in his program is that “training and education 
are the general agent’s job—and not a Home Office assignment.” There 
is room for honest differences of opinion in this respect, due largely to 
the specific type of internal organization involved, and there are many 
who feel that the Home Office should be directly charged with most, 
if not all, of the responsibility for educating and training the agent. 
However, the Northwestern Mutual’s training program is built around 
the philosophy that training is the sole responsibility of the general 
agent. It is understood, of course, that the Home Office will provide 
appropriate material, outline suggested procedures, and perhaps supply 
supplementary training which the general agent is free to use if he so 
desires. 

The training plan is presented in two main divisions: (1) the 
“know-how—the acquisition of skills in selling by the new man”; and 
(2) the “know-what—the acquisition of essential knowledge; the facts 
of the business that the new man needs to have.” These two main ob- 
jectives are implemented by five distinct steps which, in turn, lead into 
preparation for the C.L.U. designation. 

The first step in the actual training program consists of a two 
weeks’ course which introduces the student to the business of life in- 
surance in general and the Northwestern Mutual in particular, and 
includes a great deal of elementary sales information. Note especially, 
however, that the student is required to write out an examination in 
order to get his certificate—sound pedagogic procedure that. 

Then the agent begins his initial work in the field, and simultane- 
ously begins the “Thirteen Weeks’ Reporting Program.” Mr. Gardiner 
points out that this Reporting Program is peculiar to his company in the 
life insurance field. Certainly it is unique, but I should like to observe 
that its well-nigh certain effectiveness depends in large measure upon 
the personal ability of the man who administers it. I am sure that you 
have guessed it is Mr. Gardiner himself. He has taken what is often 
considered to be the most studiously avoided, if not actually the most 
unpleasant part of the agent’s work—I refer to reporting—and has trans- 
formed it into a constructive influence of the first magnitude. The 
results speak for themselves. 

Now, comes the Intermediate Course, which is based upon “a case 
book study of successful life insurance sales made currently by North- 
western Mutual salesmen.” Note the intensely practical and personal 
approach. The agent is shown, step by step, exactly how the most suc- 
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cessful underwriters in his company are actually solving the financial 
problems of their clients through life insurance. 

Following this, there is the “Career School.” I like that adjective 
“Career,” and it is the intent of the school to begin to train the student 
further in the intricacies of career life underwriting. 

The fifth step in the training program consists of a two year study 
of the various phases of advanced underwriting such as business insur- 


ance and estate analysis. 

As we have said earlier, all of these five steps lead directly to the 
C.L.U. Study Program, prescribed by the American College of Life Un- 
derwriters. The designation of Chartered Life Underwriter which is 
awarded upon the successful completion of the C.LU Study Program 
represents the official certification of professional attainment. 

Throughout the entire training period, the general agent is never 
left solely to his own devices. He is given a Training Guide which is 
also a timetable and a “check list” against which he can chart the 
status of each agent he has in training. Right here let me say that 
although Mr. Gardiner has dismissed with very few words the fact that 
‘training the trainer” is a highly essential part of the plan, I can assure 
you that this phase of the training procedure is given very close atten- 
tion in his company—supervised principally under his personal direction, 
and its success contributes very largely to the effectiveness of the entire 
training program. 

May I take the liberty of expanding this concept still further. The 
primary objective of a well-arranged training program is, as we have 
seen, the development of career life underwriters, but a secondary ob- 
jective should be to discover and point toward supervisory and execu- 
tive positions both in the agency and the Home Office those who appear 
to possess the necessary qualifications for such duties. You will note 
that I have not referred to executive work as necessarily a “promotion” 
because not a few successful career life underwriters properly feel that 
their calling compares quite favorably with that of the executive whe- 
ther from the standpoint of duties to be performed, the social signifi- 
cance of the work done, or the financial remuneration received. Never- 
theless, it is essential to train for executive positions those who in ad- 
dition to being successful life underwriters also seem to possess the 
additional characteristics and aptitudes essential for executive work. 
Here again our friends in the academic world can be of tremendous 
assistance in giving the cultural and business backgrounds which are so 
advantageous in developing the broad-gage executive. I might even go 
so far as to say that successful sales ability is assumed when we select 
for sales management positions, but the prospective executive has a 
great advantage if he has already received his basic training in college 
or university and consequently has a sound foundation upon which to 
build the specific skills of sales management. 

Mr. Gardiner points out that “the true test of training effectiveness 
is the production of a satisfactory quantity of high quality business by 
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our new salesmen.” By this test, surely the Northwestern Mutual’s 
Training Program is eminently satisfactory. Would it be going too far 
to point out that a training program also justifies itself on the basis of 
the type of men it keeps in the business and the social effectiveness of 
their daily work? In these attributes as well, the Northwestern life 
underwriters are outstanding. 

In closing, may I say that in my judgment in presenting the North- 
western Mutual plan for your consideration Mr. Gardiner has given you 
an exposition of one of the finest training programs the life insurance 
business has thus far developed. 




















Discussion 
By Professor J. Edward Hedges, Indiana University 


My particular assignment is to discuss Mr. Abbott’s paper and his 
presentation of the North America’s most heroic undertaking. I am 
sure we all feel privileged to have had this opportunity. I think 
it is particularly appropriate just at this time for us to see the outlines 
of a program of this type. During the next few minutes I should like 
to bring out the reasons why I believe this is true and to make certain 
comments regarding Mr. Abbott’s program as he has presented it to 
us. 

The North America Educational program, it seems to me raises 
certain vital issues. To consider those, we must keep in mind several 
very fundamental propositions. First, we are in the midst of an un- 
precedented bulge in educational and training activities, in large part, I 
think we will all agree, supported by G. IL. benefits. Now, only to the 
extent that the educational activites being developed under that im- 
petus are successful and accomplish the desired objectives, will those 
activities be continued after that support is withdrawn. I think we 
must face that fact realistically. 

Second, while an expansion of educational activites in the insurance 
field, particularly in the field of company training is perhaps long over- 
due as witness, for example, the study recently released by the Wharton 
School, made under the directorship of Mr. Kip, it appears to me that 
just now insurance is probably coming in for a disproportionate share 
of the increase in educational and training activities. That is certainly 
true so far as company and association plans are concerned. So far 
as the work of educational institutions goes, I am not so sure. So far 
as I know, we have no authoritative figures since the release of the 
study made in 1940 by Dr. McCahan and Miss Kelly. At that time, 
certainly, the educational activities in the Property-Casualty field carried 
on by educational institutions were inadequate to meet the requirements. 

Third, insurance educators, I believe, are pretty well agreed on the 
blueprint of a plan for collegiate preparation for careers in insurance. 
I take it that the McCahan-Loman paper of last year met pretty 
general acceptance as a minimum standard. Some of us, perhaps, 
will regard it as an ideal rather than as a minimum. 

Fourth, there seems to be no such general agreement among com- 
pany educational and training directors as to the appropriate blueprint 
of a plan. Certainly that is true if we judge from the infinite variety 
of plans that are in operation today. 

Fifth and finally, as a general proposition, I believe that right 
now is the time to begin thinking seriously of coordinating the educa- 
tional activities carried on on the college campuses with the training 
activities being undertaken by the property and casualty industries. And 
the problem goes further than simply the coordination of educational and 
training activites. It includes the matter of guidance, going as low 
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as the high school level, and I am very happy to see what Mr. Abbott 
indicates is being done by the North American companies in getting into 
the high schools to indicate to people who have potentialities for suc- 
cess in the business, the opportunities that exist for them in the Prop- 
erty and Casualty field. As I see it, we have a problem of coordinating 
a whole range of interrelated activities including, as well as education, 
the functions of guidance, of recruitment and placement, and of fol- 
low-up after the recruit has been inducted into the business, has been 
given training and has gone into the apprenticeship stage and even 
beyond that. 

I wish we might have more time for discussion here than apparently 
we will have. I should like to suggest, however, that as an association 
we continue our consideration of the issues that may be raised, and that 
the Association’s Committee on Collegiate Preparation for Careers in 
Insurance, undertake some study of the problems of coordinating the 
work of educational institutions and of the companies, including some 
consideration of this problem of guidance, recruitment, placement and fol- 
lowup. The longer the effective coordination of our efforts is delayed, 
certainly, the longer it will be before our schools of business and de- 
partments of economics adequately meet their responsibility for service 
to the property and casualty industry and the longer we will be 
delayed in rendering maximum service to our students and to the 
insurance buying public. 

As to Mr. Abbott’s paper itself, the first issue I wish to raise is this: 
Apparently there is no provision for adjusting the six months’ training 
program for the college recruit to the situation of the student who has 
had all or a substantial part of the minimum program proposed by Drs. 
Loman and McCahan. I may be mistaken. In any case, however, there 
is certainly an answer; namely, judging from the 1940 report of Dr. 
McCahan and Miss Kelly, the field for recruiting people with 
that minimum program is very, very limited. Nevertheless, I believe it 
is true that unless there is some provision made for adjusting the 
program to the situation of the student who has had a substantial amount 
of college preparation for insurance, then the incentive for the student 
to secure that sort of preparation is going to be lacking. Why undertake 
any such study in college if the company is going to do the whole job? 
If we refer to the requirements of that minimum program, we find a 
recommendation for 240 class hours, including a survey course, a course 
in fire and marine insurance, and a course in casuaity insurance, in- 
cluding Workmen’s Compensation, and fidelity and surety bonds. 

Mr. Abbott indicates that during the first three months of the 
program for training field representatives, 300 hours are spent in 
class and approximately 250 in preparation outside of class. The 
student who has had the minimum program, if we adopt the rule of 
thumb of two hours outside preparation for each hour in class, will have 
had 720 hours as against the 550 hours in the first three months of Mr. 
Abbott’s program. Perhaps the subject matter covered will not be 
identical, but at any rate, there would appear to be considerable over- 
lapping. 

I would like to suggest, in view of this fact, net only to Mr. Abbott, 
but to other training directors, educational directors, that first of all, 
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they decide whether they like the minimum program or not. If they 
don’t like it, tell us why and we will see if it can be adjusted to 
meet their requirements. If they do like it, then I would suggest that 
they give what service they can in publicizing it among the institutions 
where they do their recruiting. It is one thing for the insurance 
teacher to say to his dean, “Here is a program that I think is fine.” 
It is another thing for that word to come to the dean from a recruiting 
man who is visiting the campus to secure employees for his company. 
And if, in addition, we could know the probable needs in terms of the 
number of graduates with such training who might be required 
each year, I am sure we would all be grateful. 

Now for the person who does not have the minimum program—what 
of him? The plan appears to be designed for the person with a 
satisfactory background in business and economics’ subjects, 
and if he does have this background, Mr. Abbott has said the 
rounding out process is designed to take care of him. Suppose he has 
had no such training? Suppose he has not had fundamental courses 
in economics, accounting, government, statistics, marketing and the 
other courses that the student in the business school tends to get 
in his freshman, sophomore, and to some extent in his junior year? I 
wonder what provision has been made for filling that gap. Certainly, 
extension courses of the universities can be helpful. But, in my opinion, 
and I think in the opinion of many educators, such background courses 
should precede more intensive job training and certainly should pre- 
cede the “why” training in the insurance field. 

The other part of the business program which the recruit should have 
at some point includes advanced subjects such as money and banking, 
corporation finance, investments, advanced accounting, taxation perhaps, 
principles of management, and other courses at that general level. Those, 
too, can be furnished in many cases by extension classes of colleges and 
universities, night classes, correspondence and so on, and those, I believe, 
can be introduced in the later stages of the job training process. In 
many cases, in fact, education of this kind should continue for a good 
many years, just as the higher levels of insurance education and training 
should continue for many years, during the student’s active participation 
in the business. 

But, in any case, those subjects are the job of the educational insti- 
tution and the company program should be coordinated with the facilities 
available in educational institutions. 

I made some little investigation of the psychological tests mention- 
ed in the North America brochure, but I will spare you any specific 
comment on those. I do want to say however, that I am very happy 
to have heard Mr. Abbott say the tests are used only as a check, and 
even happier that his organization is in the process of validating those 
tests. I want to venture the sincere hope that after an appropriate lapse 
of time this Association may have the benefit of Mr. Abbott’s experience 
with them. That sort of information is very badly needed. 

Mr. Abbott makes the point that case materials are used extensively 
in his program. Perhaps it is too much to hope that some of those 
materials may be made available to insurance teachers in schools 
of business. To my mind, one of the most serious gaps in our teaching 
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materials is that lack of case study materials—not of the law case 
type we have those; but of cases having to do with underwriting prob- 
lems and business operations generally. 

Another point that was made in the paper had to do with the spot- 
lighting of graduates. Apparently the problem of selling the training 
program and the product of the training program to the members of 
the organization nationwide and worldwide, has been well done. But, for 
the training director who is starting a program, I think experience has 
this to suggest: That we move very, very slowly in spotlighting those 
people. Let them sell themselves and as they sell themselves, they will 
sell the program. Of course, one always needs to let the trainee know 
that he is being watched; that a friendly eye is being kept on him. 
Otherwise, he gets the impression that he has been shoved into some- 
thing and forgotten, which, of course, is extremely bad. 

I would like to comment on another point. That is the matter of 
working with the personnel director in the university to contact potential 
recruits as early as the sophomore year. This would be very, very ex- 
cellent if it could be done. ‘t is an important part of the guidance pro- 
gram. But, I believe that it is necessary in most institutions to go 
beyond the placement or personnel man in the university. I believe it 
is necessary to go down to the guidance officers in the freshman year, 
or certainly the sophomore year. In every case, however, the organization 
of guidance in the particular institution would determine the appropriate 
point of contact. 

One of the problems I have faced is that of getting the informa- 
tion about careers in insurance to students at the proper level, while 
there is still time to do something about the education they may get 
on the campus. Time after time, a student comes to me in his senior 
year, perhaps the last semester, or even after he is graduated, and tells 
me he is going into the insurance business; what can he do to get 
ready for it? Well, it is too late to do much about getting ready for 
it then. So, if something could be worked out so that the necessary 
information could be had at the proper stage in the career of the 
student, I am sure it would be helpful to all of us. 

I have one final comment, which has to do with the method of 
staffing the training school. I feel most strongly that the method used 
by Mr. Abbott, of recruiting successful teachers and then training them 
in the subject matter to be taught is the ideal one. All too frequently 
knowledge of the subject matter has been regarded as the important pre- 
requisite for teaching in a company school. And all too frequently 
a good insurance man has been lost, only to gain a mediocre teacher. 
Persons having the aptitude, training and experience required for suc- 
cessful teaching, while not too plentiful it is true, are not nearly 
so rare as the person trained in insurance who also possesses the at- 
tributes required to do a good teaching job. On the other hand, the 
well qualified teacher can readily acquire the necessary familiarity with 
the subject matter of insurance and thus assure an effective job of 
instruction. The success of the North America program is strong 
evidence that such is the proper view. 





Discussion 
By Warner C. Danforth, Superintendent, Education Depart- 
ment, Employers’ Liability Assurance Corporation, and Acting 
Head, Insurance Department, School of Business Administra- 
tion, Boston University. 

I have been very interested as I sat here listening to Mr. Gardiner 
and Mr. Abbott, as they told you about the educational programs of 
the insurance companies which they represent. I have received many 
valuable ideas as no doubt you have also. I have listened both as an 
instructor in a university and as a company educator. 

Since both papers are factual presentations of successful company 
educational programs, I think that I can probably be of greatest assist- 
ance if I enlarge upon some of the subjects that they mentioned. 

Both gentlemen stress the importance of the selection of personnel. 
You will remember that they mentioned three sources of manpower: Col- 
leges, secondary schools, and those currently employed by the com- 
panies. 

About college graduates, there is not much that needs to be said. 
Presumably any one who has spent four years in college, and then 
seeks employment in a given field, as given the matter some thought, 
and it is reasonable to expect that the majority of these people should 
have a definite aptitude for the business. Of course if one goes into 
the schools soliciting personnel, much screening and interviewing is 
necessary. 

As regards High School students, the subject has been covered rather 
thoroughly. I would like to add one point for your considération. That 
is, high school graduates would be required to work for several years 
in departments before training them as salesmen, since the laws of 
most states require that a person be twenty-one years of age before ap- 
plying for a license. 

The third source of personnel and the one which is most commonly 
overlooked aré those persons already in our employ. In my opinion too 
much cannot be said about the necessity of being constantly on the 
watch for any employees who could benefit themselves and better serve 
our organizations, if they were properly educated. Many times we pass 
over a person well oriented to the insurance business and one who 
would make an excellent underwriter or field representative simply 
because we are accustomed to seeing them in the filing room or supply 
room. 

Mr. Abbott mentioned aptitude tests as one of the screening tech- 
niques. We, in the Employers’, have done some research on this sub- 
ject and the results may be of interest to you. 


(35) 





36 The American Association of University Teachers of Insurance 


The highest possible score on the Personnel Tests would be 50— 
The grading is as follows—below 20 poor; 20-24 Fair; 25-29 good; 30-35 
Very good; 36-40 Excellent. 
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It is easily discernible from a study of these tables that almost 
without exception the pupils did in the class room what their 
aptitude tests said they would. 


I would like also to emphasize the value of what Mr. Abbott calls 
“on the job-training” and Mr. Gardiner refers to as reporting program. 
Basicly they serve the same need, that of assimilating the students 
into the organization and assisting them until such time as they become 
self-sufficient. It is not enough to furnish a person with tools, we 
must be sure that he knows how to use these tools to the best advantage. 


Up to this point, I have discussed these papers as a company educa- 
tor. I would like to take the time remaining to speak briefly on 
the point of view of a university instructor. My viewpoint can never 
be purely academic, since I am primarily a company man. I am sure 
that every instructor here will agree with me that we are endeavoring 
to make our course valuable. To this end we welcome constructive 
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criticism. Learning a subject from a text book never has been and 
never will be the vital experience that handling a problem face to face 
can be. Accordingly, we are seeking at Boston University to make 
our courses live by injecting into them problems and experiences which 
they would meet if they were working in the field. In so far as pos- 
sible, we are employing as instructors men holding responsible positions 
in insurance companies who also are qualified to teach. It may be 
interesting to note in passing that at Boston University we have 1192 
students in insurance courses—over 400 come from Insurance Companies 
and Agencies, and 100 are preparing for the C.L.U. 


May I say in closing that I consider this joint meeting a big step 
in the right direction, a closer relationship between the two groups 
cannot help but result to the advantage of both. 





Cost, Supply and Demand Problems 


of Medical Care 
by 
Frank G. Dickinson, Ph.D., Economist and 
Statistician, American Medical Association 


When asked to prepare a paper on this subject several weeks ago 
I thought it would be possible to develop all three topics in the twenty 
minutes available. As is often the case one finds more material on one 
phase of a subject and reluctantly decides to concentrate on that one 
phase. For me today that phase is the cost of medical care. But I 
would like to indicate in approximately two minutes certain broad aspects 
of the supply of and demand for medical care. 

Roughly there are 200,000 living M.D.’s in the United States. Fewer 
than one fourth of them are not in active practice; they are retired, in 
training, in teaching, and research, hold full time appointments in health 
agencies, are engaged in nonprofessional work, etc. The Bureau of 
Memical Economic Research of the American Medical Association plans 
tp publish a detailed classification of all living M.D.’s late in 1948. We 
shall have four punch cards for each physician. 

The supply of physicians is still under the shadow of war. Fifteen 
to twenty thousand physicians are in graduate training. The bulk of 
them are discharged medical officers of World War IL who felt in- 
adequately prepared for active practice, especially those who were grad- 
uated in the speed-up medical training of the war years. 

The net addition to ranks of living M.D.’s was 16,000 during the five 
war years (July 1, 1942—June 30, 1947) as compared with 7,000 during 
the previous five years (July 1, 1937—June 30, 1942). 1948 will witness a 
peak number of physicians entering private practice. (Dentists number 
77,000, graduate nurses 156,000 etc.) 

The geographic distribution is too large a subject for more than 
passing comment. The medical profession has not gone against the 
strong trend towards urbanization which has materially affected most 
professions and occupations; also the revolution in trading habits 
wrought by phenomenal transportation changes during the past few 
decades has brought about a new grouping of physicians and the 
patients they serve into medical service areas of which there are approxi- 
mately one thousand that blanket the 48 states with their 3,070 counties. 
No longer can the population-phyisician ratio of a county indicate any 
pertinent fact about the adequacy of the supply of physicians in the 
county, for hard roads have made the county a political and economic 
anachronism. I hope that when our association meets next year the 
Bureau's study of medical service areas will be nearing completion. So 
much for the supply of physicians. 

There are more than 6,200 registered hospitals with almost 1,500,000 
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beds. Two-thirds of the babies born in 1946 were born in hospitals; in 
many states of the north and east this percentage exceeds 80. 

The present demand for medical care is very different from what 
it was a decade ago and probably very unlike what it will be a decade 
hence. The peak birth rate, high consumer incomes, the increasing 
number and percentage of older people, not to mention the wonder 
drugs and other revolutionary changes in medical treatment have com- 
bined to confront even the most courageous student of demand func- 
tions with a rather formidable array of puzzling variables. In addition 
there are many unmet medical care needs, a field of study in which the 
Department of Rural Sociology at Michigan State College is doing some 
fine work. So much for demand. 


The Costs of Medical Care 


We can throw further light on many demand and supply factors 
by an examination of the medical care expenditures of the people. The 
cost per treatment is too unwieldly for this discussion. Hence the rest 
of this paper will treat aggregate consumer expenditures for medical 
care. 


Consumer Expenditures 

The United States Department of Commerce has published, from 
time to time, estimates of the total corsumer expenditures of the Amer- 
ican people. The data for 1929 through 1946 were made available re- 
cently in the National Income Supplement to Survey of Current Busi- 
ness, July, 1947. Table 30 in that issue contains 206 lines or items of 
consumer expenditures. They are divided into twelve classes; Class 
VI (18 items) is entitled “Medical Care and Death Expenses.” The last 
three items are death expenses and may be eliminated here. The first 
15 items are: Drug preparation and sundries, Ophthalmic products and 
orthopedic appliances, Physicians, Dentists, Osteopathic physicians, Chi- 
ropractors, Chiropodists and podiatrists, Private duty trained nurses, 
practical nurses and mid-wives, Miscellaneous curative and healing pro- 
fessions, Privately controlled hospitals and sanitariums, Net payments 
to group hospitalization and health association, Student fees for medical 
care, accident and health insurance (net payments), Mutual accident and 
sick benefit associations (net payments). 

The amounts of consumer expenditures are given for each year, 
1929 through 1946. The total item for 1946 medical care is broken down 
into only three items, so the last year will be 1945 for any particular 
item of medical care. 

Before examining these data on the cost of medical care in the 
United States, it is well to note the limitations of the data. Consumer 
expenditures are made by people primarily as consumers, not in their 
role of taxpayers. The footnotes to table 30 in the National Income 
Supplement and the discussions in previous issues of the Survey lead 
to the conclusion that consumer expenditures have been defined so as 
to exclude certain payments made by the government for medical care 
of citizens. For example, the item entitled “Privately controlled hos- 
pitals and sanitariums” covers payments by patients to proprietary hos- 
pitals plus the operating expenses of non-profit hospitals. The expenses 
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of operating governmental tuberculosis sanitariums and veterans hos- 
pitals are government items and are specifically excluded from these 
compilations. Similarly, the item for physicians’ services includes the 
gross receipts which physicians in independent private practice derive 
from individuals. Payments to physicians in governmental hospitals 
are excluded as are payments to physicians in independent private prac- 
tice from insurance companies, from businesses paying on a fee basis, 
and the like. The series is internally consistent for the period 1929- 
1946, and my treatment of the data and the resulting conclusions are 
conditioned by these exclusions. It would have been exceedingly diffi- 
cult to process these data if the medical care of veterans, a cost of war, 
had been included; likewise the inclusion of peacetime expenditures for 
government hospitals would have required an extensive foray into the 
tangled field of public finance. So long as the medical care series is 
consistent and its limitations are understood, the data can be processed. 
One further limitation: Data on medical care for the war years are 
greatly affected by war conditions, notably by sharp reductions in the 
number of civilian doctors, dentists, nurses, and allied personnel. Do 
these exclusions conceal the increasing cost of medical care borne by 
the government? Very briefly it can be stated that a review of hospital 
bed utilization data suggests that this is not true. 


The 15 medical care items may now be placed in three compact cate- 
gories: (1) physicians, (2) hospitals, and (3) other. It is then possible 
to make a comprehensible comparison of the expenditures for these 


three items combined as a total and for each of the three components 
thereof with certain of the other consumer expenditures. Although we 
are dealing here with national aggregates it is worth noting that only the 
fees of physicians in the total amounts spent for medical care are as- 
sumed to be geared to the ability of the patient to pay. It would be 
meaningless to compare the expenses for medical care with those for 
food because food is such a very large item. Five groups of items are 
chosen for making the comparisons: Alcoholic beverages, Recreation, 
Tobacco, Personal care and Jewelry. Considering medical care as 
a single item, this grouping gives six items. Together these six 
items constitute 72 of the 206 lines in the table on consumer expendi- 
tures and approximately one-sixth of the total expenditures. These 
six items are chosen because they are of comparable size. 


This highly statistical information can be demonstrated more ef- 
fectively by the use of slides. These charts appear in a twelve page 
pamphlet, Is Medical Care Expensive?, published recently by the Bureau 
of Medical Economic Research, American Medical Association. 
Chart I .shows dollar expenditures for the six selected items 
during each year from 1935 to 1946. The totals of these six items range 
from a low of 7.6 billion dollars in 1933 to an average of 11.8 billion 
dollars for 1935-1939 (which five year arithmetic mean will be used as a 
base period) to a high of 29.4 billion dollars in 1946. 


It is worth noting that since 1941 the largest of these six selected 
items is alcoholic beverages. The total cost of medical care ranged 
from two billion dollars in 1933 to 5.6 billion dollars in 1946, roughly two- 
thirds of the amount spent for alcoholic beverages. This chart shows the 
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SELECTED CONSUMER EXPENDITURES 
IN THE UNITED STATES, 1935-1946 


Billions of Dollars 
SOURCE: U.S. Survey of Current Business, Supplement, July, 1947 
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SELECTED CONSUMER EXPENDITURES 
IN THE UNITED STATES, 1935-1946 


% of Adjusted Percentages of Adjusted Personal income 
— Source: US. Survey of Current Business, Supplement, July, 1947 
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change from year to year in the totals of the six items as well as the 
component parts thereof. 

Using the 1935-1939 average as 100, the cost of medical care is shown 
to be up to 211, alcoholic beverages up to 277, recreation 253, tobacco 
210, personal care 253, and jewelry 408. Thus medical care and tobacco 
have been the slowest moving items. The component parts of medical 
care, physicians’ services and hospitals, especially the former, have 
moved up much more slowly than any other items. 


Medical Care Costs and National Income 

The ability of the American people to pay the cost of medical care 
is obviously related to their income. On Chart II these selected 
consumer expenditures have been shown not in dollars but in 
percentages of total annual personal income for the year — a new 
series developed by the Department of Commerce. Here the Survey’s 
personal income amounts have been adjusted to exclude payments to the 
armed forces. It can be seen that medical care is clearly a decreasing 
percentage thereof. 

Since 1940 the dollar cost of medical care has risen, but the pro- 
portion of personal income spent for medical care has decreased. The 
same statement holds true for the services of physicians and hospitals. 
This general statement should be placed in proper perspective. The 
item for medical care looms largest as a percentage of personal income 
in the period of depression; during 1932-33 it was 4.4 per cent of personal 
income. The lowest percentage, 3.2, was reached in 1943 although there 
was practically no variation during the period 1942 to 1946. 

Those who are worried about the rising cost of medical care are 
entitled to conclude that the costs of medical care in relation to personal 
income are highest in a period of depression and lowest in a period of 
frenzied prosperity. Physicians’ services declined from 1.2 per cent in 
the base period, 1935-39, to 0.9 per cent in 1945. The hospital item has de- 
creased from 0.7 per cent in the base period to 0.5 per cent in 1945. The 
governmental medical care exclusions mentioned earlier should be rec- 
ognized in drawing this conclusion. Again, the data are internally 
consistent. This item has been more stable than either the total per- 
sonal income of the people or their total consumer expenditures. The 
balance of the expenditures for medical care moves with and not against 
the fluctuation in personal income. This general conclusion seems to 
be in line with most of the literature on distribution of consumer expen- 
ditures for this and earlier periods in our economic history. Medical 
care acts like a necessity yet also like a luxury. — 

To go one step further: Total consumer expenditures do not usually 
equal the national income. Total, personal consumer expenditures plus 
personal savings equal disposable personal income, which, plus taxes 
equals personal income. Accumulated savings are often overstated by 
the amount of government debt which is both a liability and an asset 
of the American people. It is therefore necessary to examine medical 
care expenditures as a percentage of total consumer expenditures. The 
results of these compilations are presented in Chart III. Again 
it can be said that regardless of the denominator used, the relative 
size of medical care expenditures was at a maximum at the bottom of 
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the depression in 19382 and 1933 and that they have been on the decline 
since 1940. Expenditures of medical care reached a high of 4.4 per cent 
in the years 1932 and 1933 and since declined to 3.9 per cent in 1946; 
the same downward trend is noted in expenditures (percentagewise) for 
physicians’ services. For hospials the percentage has remained at 0.7, 
the base period level. These facts are noteworthy because of the in- 
creasing use of hospitals by the American people; comparable data were 
not available on the trends in the number of patient visits and surgical 
cases—both rather inadequate measures of the amount of service ren- 
dered by physicians to patients. 

Annual expenditures for alcoholic beverages since 1940 have become 
a larger percentage of total consumer expenditures every year except 
for 1946. There is no ready explanation for the slight decline from 6.4 per 
cent in 1945 to 6.1 per cent in 1946. 


The Medical Care Dollar 


It should be of interest to examine the “medical care dollar,” using 
100 cents for the expenditure of all medical care items in each year. 
How many cents have been paid to the physician, how many to the 
hospital, how many to the dentist, and how many on the other items 
in medical care? Chart IV shows the percentage distribution of medi- 
cal expenditures, 1929-1945. Chart V shows these expenditures as cents 
in the medical care dollar for selected years—1929, 1935-1939, and 1945. 

The physicians’ share in the medical care dollar has declined from 
32 cents to 31 cents to 27 cents; the dentists’ share has declined from 
16 cents to 13 cents. On the other hand, the hospitals’ share of the 
medical care dollar rose from 13 cents to 17 cents and fell to 16 cents 
in 1945. Drugs rose from 20 cents to 21 cents and finally to 23 cents, 
undoubtedly reflecting the large expenditures for the so-called wonder 
drugs. 


Conclusions 


These findings necessarily lead only to a rather general conclusion 
because the probable errors in the data do not warrant more specific 
statements. It is simply this: Although the costs of medical care and 
as parts thereof, the services of physicians and hospitals, have risen by 
leaps and bounds in recent years, the national income and total con- 
sumer expenditures have risen as, or more rapidly. 

In all this, one thing cannot be reduced to statistics—the superior 
kind of medical caré that the American people are now getting in con- 
trast to the 1929 variety. The contrast is comparable to a 1946 car 
and a 1929 car. These data measure a service, the quality of which 
has been improving throughout the entire period. 

What do the American people get as a result of this higher quality? 
They recover from their illnesses. They recover from injuries. They go 
back to productive lives. They live longer. Chart VI shows life 
expectancy for selected years during the century 1847-1947. 
In a certain sense, average length of life is a measure of social pro- 
gress to which the physician is one of the major contributors. In the 
heyday of the Roman Empire the average lifetime was only a quarter 
of a century. In 1700 in Germany the average lifetime was approxi- 
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CHART V 


THE MEDICAL CARE DOLLAR 


1935-1939 


Source: Survey of Current Business BUREAU OF MEDICAL ECONOMIC RESEARCH 
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mately 33 years. In the United States in 1847 it was approximately 
40 years. The Bureau of Medical Economic Research has estimated 
for 1947 a life expectancy of 67 years. Modern medical care costs money, 
for it costs money to postpone death. 

Those lay and professional people who direct the expenditures of 
Americans for medical care may be expected to derive no more than a 
fleeting moment of satisfaction from these conclusions regarding the 
costs of medical care. The demand for improved medical care is well- 
nigh insatiable, and those who try to provide it are subject to easy cri- 
ticism. They know that the quest for health, improved medical care 
and longer life is never-ending. They have an unlimited opportunity 
to improve medical care and at the same time are exposed to the chal- 
lenge of attaining one goal only to find that the goal has been moved up. 
So long as pain comes too often and death comes too soon to human 
beings truly adequate medical care will remain beyond our reach for- 





Commercial Group 
Medical-Hospitalization Covers 
by 
Albert Pike, Jr., Actuary, 


Life Insurance Association of America 


Public interest in medical care is high. It is high not only in the 
scientific and clinical aspects of modern medicine, but also in the means 
of paying for it. Public health proposals have a sure-fire political ap- 
peal. This was recently illustrated when the mayor of New York could 
think of no better way to excuse a necessary, but politically dangerous, 
proposal for an increased subway fare than on the grounds that the ad- 
ditional revenue would release tax money which the city could then 
spend on the people’s health. 


The problem of better medical economics has many sides to it, but 
perhaps the most obvious development in recent years has been the 
spectacular growth of hospital and medical insurance plans. The most 
widely known are the so-called non-profit or Blue Cross prepayment 
hospitalization plans which have been developed under community spon- 
sorship. Concurrent with the rise of such plans has been the sale of a 
very considerable volume of group insurance coverage underwritten by 
the regular insurance carriers—hospital expense insurance, surgical ex- 
pense insurance, and general medical expense insurance. These have 
not been community sponsored measures, but are extensions of employee 
benefit plans, usually established by employers and in a great many 
instanzes subsidized by them. Community sponsorship and employer 
sponsorship of measures to improve the distribution of good medical 
care are somewhat differently motivated, but they are both in the best 
democratic tradition in their approach to the problem at the local level. 


The group insurance movement started with life insurance around 
1912, and was shortly thereafter extended to accident and health insur- 
ance. For many years, however, group accident and health insurance 
consisted only of weekly indemnity coverage to compensate for wage 
loss during illness, and one-sum accidental death and dismemberment 
coverage much like the double indemnity coverage available under in- 
dividual life insurance policies. Around 1932, several group-writing in- 
surance companies began experimenting with group hospital expense 
insurance, and in 1938 group surgical expense insurance. Very recently, 
the sale of group medical expense insurance for other than surgery has 
been begun. At the end of last year we estimate that 10% million in- 
dividuals were insured in life, casualty and accident and health in- 
surance companies for group hospital expense insurance, 8 million for 
group surgical expense insurance, and one-half million for group medical 
expense insurance. Each of the first two of these totals is currently 
being increased at a rate of better than 2 million a year. 
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Practically all group insurance coverage is underwritten on groups 
of individuals brought together through common employment. The em- 
ployer-employee relationship provides the glue, as it were, which holds 
a plan together so that it may be treated as an insurance unit without 
regard to the insurability or non-insurability of particular individuals. 
More often than not, the employer pays a substantial part of the pre- 
mium for the group insurance coverage, and by this means the plan is 
made attractive to all eligibles. Employer subsidy has become the rule 


for group accident and health insurance even though such insurance can, 
strictly speaking, operate without the employer participation so essential 
to group life insurance because of the necessity there for subsidizing 
the insurance on the older employees. Most group hospitalization, sur- 
gical and medical premium rates do not depend upon age, and even when 
moderately loaded to reflect the substantially greater rate of claiming 
by women as compared with men, the premium rate for the men re- 
mains attractive. Employer participation in the cost of a hospital or 
surgical care program has been found to pay off in better employer- 
employee relationship. Many group writing companies have found that 
any negative sales value which exists in an underwriting requirement 
of a reasonable employer contribution is more than offset by the better 
and more persistent character of the business produced. There are still 
many group hospitalization, surgical and medical insurance policies being 
sold without an employer contribution to the cost, but their proportion 
seems to be rapidly decreasing. 


You may be interested in a brief description of typical group insur- 
ance plan providing both hospitalization and surgical expense insurance 
for both employees and their dependents, the latter generally defined 
as the employee’s wife and unmarried children under the age of 18. 
Coverage is provided by a master policy issued to the employer. In- 
sured employees receive certificates evidencing their own coverage and 
that of any of their eligible dependents who may also be insured. Parti- 
cipation in the plan is made available without evidence of insurability to 
all full-time active employees, and their dependents, but at least 75% must 
enroll under the plan before it commences. Benefits are provided for 
each period of hospitalization, rather than for each "benefit year” as 
under most non-profit plans, and consist of an allowance of a stated num- 
ber of dollars a day, up to a limit of 31 or 70 days, for the cost of hospital 
rcom and board, plus an additional allowance for other hospital charges up 
to a limit of 5 or 10 times the daily rate for room and board. Benefits for 
surgery consist of an allowance for the cost of the operation, up to a limit 
specified for the particular procedure in an extensive schedule which is 
written into the master policy and reproduced in the employee certifi- 
cates. The term surgery is broadly interpreted, and includes such pro- 
cedures as the giving of blood transfusions, setting of broken bones, 
and even obstetrics. 


So much for a description of group hospitalization and surgical ex- 
pense insurance. How well does such insurance meet the needs of the 
public? Does it effectively answer the demand which has arisen in 
some quarters for provision for hospital and medical care through com- 
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pulsory state insurance plans or through expansion of the Social Security 


Act? 

It is impossible to answer such major questions in the short time 
available, especially in view of the volumes which have already been said 
elsewhere. I would like, however, to leave with you one thought. The 
most significant aspect of group hospitalization and group medical care 
coverages is not their low overhead expense, although that is important, 
nor their marketing methods, although the dependence upon the central 
role of the employer is also very important. The most significant aspect 
of group insurance, in my opinion, is the acceptance of individual risks 
without evidence of insurability. Such acceptance is wholly different 
from the issuance of non-medical insurance in the individual policy field. 
Non-medical coverage in the individual policy field means the offering 
of coverage to individual risks on a presumption of average good health 
in the absence of evidence to the contrary. If there is a reason to sus- 
pect poor health, a medical examination is ordered. Non-medical cov- 
erage in the group policy field, on the other hand, means the offering 
of coverage to individual risks on a presumption of average good heaith 
even in the face of evidence to the contrary. By basing their under- 
writing techniques upon the employer-employee relation, companies writ- 
ing group hospital and group medical care coverages are making in- 
surance available to the sick who, on the test of need, have much more 
use for insurance coverage than persons who are individually insur- 
able. This averaging of the poor indivdual risk with the good individual 
risks steals a good bit of the thunder of social security proposals. Yet 
as compared with the average social security proposal, perhaps other 
than unemployment compensation, group insurance maintains through 
its experience rating procedure an allocation of costs whereby the more 
healthy industries are not required to subsidize the less healthy indus- 
tries. We think this introduces an element of control of costs which is 
lacking in social security. 


We have, I think it fair to say, reason to be proud of accomplish- 
ments so far in the group hospitalization expense insurance field. We 
have a large and growing volume of coverage. Total expenses of oper- 
ation are low—probably under 20% of premiums for the great majority 
of companies. Policy forms are singularly free from restrictions and 
limitations of coverage, although there may be room for improvement in 
providing more all-inclusive coverage. Our relations with our com- 
petitors in the non-profit plan field are generally quite good, despite some 
criticism of the favoritism shown such plans by legislatures in giving 
them a discriminatory tax-free status, and by some hospitals in entering 
into contracts which are open to suspicion, to say the least, of offering 
bargain rates to Blue Cross subscribers at the expense of the rest of the 
community. 


The group insurance companies and the Blue Cross plans have every 
reason to continue their rivalry on the present friendly terms. Each of 
us is dedicated to the voluntary, or self-help, approach to the problem 
of providing better hospital care. Each of us is also dedicated to the 
proposition that central government direction is not in the best interests 
of the people. While we will always be heavily occupied with healthly 
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competition with one another, our main problem is to get still more 
people insured, so that together we can show that we are meeting the 
social problems of hospital care which form the excuse for government 
insurance proposals supported by payroll taxation. I hope, therefore, 
that the Blue Cross representatives can stop talking about the 27 or 28 
million persons they insure under the non-profit plans, and we can stop 
talking about the 11 or 12 million we insure under group hospital expense 
insurarice plans, and that in the future we each say that together we are 
covering upwards to 40 million people for low-cost hospitalization cov- 
erage. 


In the medical and surgical care field our problems are somewhat 
more difficult. While the isurance companies have been almost as suc- 
cessful in writing group surgical insurance as they have group hospital 
expense insurance, total coverage including that in non-profit plans is 
probably no more than a third of that for hospitalization. Non-surgical 
medical insurance is insignificant. A much larger volume of coverage 
must be placed in force before we can truthfully say that we are meet- 
ing the social issues involved. But first, a number of technical prob- 
lems must be solved, not the least of which arises from the practice 
of doctors of charging the well-to-do larger fees than those less well 
off. The medical profession, which does so much charity work, is ac- 
customed to bdsing its charges so as to make them dependent to some 
extent upon the patient’s ability to pay. It is obvious that the receipt of 
a claim payment from an insurance company temporarily increases one’s 
ability to pay, and at the very time the doctor’s bill is being rendered. 
No one supposes that many doctors will consciously increase their fees 
because of the availability of claim money, but is it possible that some 
will not make their customary reductions from their standard scales to 
those in low income brackets who are temporarily able to pay the full 
fee. Should this happen on any appreciable scale, group medicai and 
surgical care coverages will have resulted in a net increase, rather than 
a net decrease, in the total cost of medical care—a very unfortunate re- 
sult which, it might be noted, is predicted if compulsory health insur- 
ance is placed in force under government auspices. 


The problem, therefore, is to determine how it is possible to set 
up a plan under which insurance claim payments will be accepted by 
doctors in full discharge of their bills, while at the same time avoiding 
the creation of a Frankenstein plan which may eventually control the 
livelihoods of the doctors. A long and important step towards a solu- 
tion has recently been taken by the Rhode Island Medical Society, whose 
House of Delegates has adopted a surgical insurance plan which, if 
successful, will guarantee full discharge of doctors’ bills when covered 
by insurance conforming to prescribed standards. At present, the 
guarantee extends only to the lower income brackets, but we feel con- 
fident that in time the doctors will recognize the need for guarantees 
in the middle income brackets as well—they are the ones who are press- 
ing for compulsory medical insurance—if not explicitly in the plan then 
at least by concession in individual instances. Insurance under the 
Rhode Island plan may be offered by any insurance carrier licensed in 
the state, or by the Blue Cross or any other non-profit plan. It is of- 
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Number Number of 
Kind of Coverage of Master fared of Individuals 
Policies ———— Covered 
Group Life (not including Group 
Debtor’s Life or Wholesale Life) 4,460 1,088,000 1,067,000 ( 
Group Debtor’s Life 1,240 730,000 730,000 
Group Accidental Death and 
Dismemberment 5,360 713,000 712,000 
( 
Group Accident and Health Ww 
(Weekly Indemnity) 4,910 870,000 869,009 
‘ 
Group Hospital Expense 
Employee Coverage 6,220 1,050,000 1,049,000 
Dependent Coverage 4,700 400,000 985,000 
Group Surgical Expense 
Employee Coverage 7,180 1,144,000 1,144,000 
Dependent Coverage 4,020 338,000 832,000 
( 
Group Medical Expense 
Employee Coverage 1,410 208,000 208,000 
Dependent Coverage 540 26,000 62,000 
2 
Group Annuities 160 73,000 72,000 
Wholesale Life 4,260 73,000 73,000 
Units Policies | 
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Twenty-six of the 127 contributing life insurance ccmpanies had in force some 
Some of the 1945 figures have been revised since their first publication. 
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fered to all without regard to income status, although those above the 
income dividing line may be charged more by the doctors participating 
in the plan then they will receive from the insurance company as & 
benefit. 

The Rhode Island plan, which is a development from some pioneer 
work done by the Wisconsin Medical Society, is important enough and or 
recent enough development to warrant a description of some of its details. 
It consists first of a statement of objectives, which are to increase the 
use of voluntary insurance in the state, to increase its effectiveness, to 
make it available at the lowest practical cost, and to do all these things 
while at the same time preserving the present physician-patient rela- 
tionship which the great majority of the medical profession feels would 
be jeopardized by government intrusion. The plan itself consists of 
a master schedule of surgical indemnities ranging up to a maximum 
of $150 for an operation, together with an undertaking by the Society 
to secure agreement from as many physicians as possible to accept such 
indemnities, when tendered through insurance claim payments, for in- 
dividuals whose gross annual incomes do not exceed $2,000, and for 
families whose gross annual incomes do not exceed $3,000. The Society 
also undertakes to interest all duly licensed insurance companies in 
underwriting the plan under policies providing at least the minimum 
schedule of benefits. Companies meeting such requirements and con- 
forming to promotional standards are privileged to indicate the en- 
doresment of the Rhode Island Medical Society in their policy forms 
and in their advertising and promotional literature. The companies 
individually maintain full control over their own premium rates, but 
otherwise the entire plan is under the control of the Medical Society. 
A Health Insurance Committee is established to oversee the plan and 
to modify it, if necessary, with the benefit of any advice it may wish to 
secure from insurance companies. Essentially, therefore, the plan is a 
med:cal society plan, rather than an insurance company plan, but it 
differs from the customary medical society plan organized on a non- 
profit basis with an exclusive state franchise by the use of group in- 
surance policies written by commercial insurance carriers. It is hoped 
the companies writing individual accident and health insurance poli- 
cies will also participate. 

It is much too early to know how successful the Rhode Island plan 
will be, for it does not go into operation until the first of the year. We 
hope that it will signal a much more widespread use of group insurance 
in the surgical care field, and will eventually be extended to the general 
medical care field. Other states are about to copy. Given sufficient 
time, the insurance business feels confident that group hospital and 
medical coverages will expand sufficiently in the future to meet fully 
the growing public demand for a better way of budgeting the high costs 
of modern medical care. 





Medical Society and Hospital-Sponsored Plans 
By J. C. Ketchum 


Executive Vice President, Michigan Medical Service. 


Quite a number of years ago, the hospitals, and, more recently, the 
medical profession, recognized the necessity of spreading the costs of 
health care in such a way to make available adequate care for unfore- 
seen health emergencies without undue financial burden on the indivi- 
dual, and, in order to meet the need, organized non-profit, voluntary 
hospital and medical service pre-payment plans. Special enabling legis- 
lation was necessary and secured in many States to permit the applica- 
tion of the insurance principle to a service rather than a cash indemnity 
basis of operation. In some instances, existing non-profit or general 
statutes were adequate for the purpose. 

Many of the medical profession and some of the hospitals spon- 
soring and organizing these plans may have done so as a defense against 
the proposed much discussed compulsory health insurance, and, in a few 
instances, perhaps the hospitals and physicians were motivated by a 
desire to make more certain of collections of billings and fees. 


The numbers of plans and subscribers covered and the financial 
statistics are interesting and important although they alone tell only a 


small part of the story. 

The hospital plans now claim some twenty-eight million subscribers. 
The medical plans, being comparatively new, now have only approxi- 
mately seven million but this figure represents a rate of growth greater 
than the rate of hospital plans at the same age. 

During the first nine months of 1947, the fifty medical plans af- 
filiated with companion hospital plans enjoyed an increase in subscriber 
enrollment of 1,992,930 or 46.8%. Fourteen other plans not affiliated 
with hospital plans increased enrollments by 8.34% in the nine month 
period. 

The Blue Cross Hospitalization Plans as of December 31, 1946 pos- 
sessed total assets of $102,998,497.00. Their liabilities for hospital claims 
totaled $22,428,400.00, with unallocated contingency reserves or surplus 
of $24,001,722.00. 

In operation during 1945 and 1946, only 12%% of income was expend- 
ed for operating expenses. 81.88% was disbursed or reserved for hospital 
claims and the balance, 5.62%, carried to reserve for contingencies or 
surplus. Unfortunately, figures for the medical plans are not available 
on any uniform basis (they are being prepared by the Associated Medical 
Care Plans for publication as of December 31, 1947) although their ex- 
perience is quite similar to that of the hospital plans. 

Admittedly, administration of these plans has not been entirely with- 
out the usual troubles of any new endeavors and, in addition, they have 
had their own special problems. Considering the untried field of opera- 
tion, the success of these plans may be reasonably called miraculous. 
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Subscriber contracts were offered without the usual underwriting limit- 
ations and requirements as to age, previous condition of health, per- 
centage of group, classification of occupation, race, sex, etc. Premium 
rates charged were, in the early days, often established by whatever 
competition existed or by pure guess and supported by faith and hope. 
There were practically no ceilings on the payments to hospitals for ser- 
vices rendered subscribers and fee schedules for physicians’ services 
were originally just estimates of what the profession would accept: for 
the services rendered. 

It would be impossible in the short time available to describe in de- 
tail the scope of the subscriber contracts offered by the various hospital 
and medical plans. Even though they are similar in the basic features, 
they do vary considerably in detail. Using Michigan again as an example 
of the typical protection, we can secure a fair idea of the nature of most 
plan contracts. 

Two separate contracts are issued to our subscribers, one by the 
Michigan Hospital Service and one by Michigan Medical Service. To- 
gether they provide the following services of the participating hospitals 
and the physicians: 

Hospital 

30 days of hospital care for each period of disability. 90 additional 
days at 50% of the hospital’s regular charges, including: 

1. General nursing care. 

Meals and special diets. 
Use of the operating and delivery room. 


Anesthesia by salaried hospital employee, nurse or lay anesthe- 
tist. 


All hospital laboratory services. 
Drugs and dressings. 
Oxygen. 


Physical therapy. 

Basal metabolism examinations. 

Emergency (accident) room service in the hospital when fur- 
nished within 24 hours after the accident—whether or not you 
are admitted as a bed patient. 

If the subscriber should in an emergency utilize a non-participating 
hospital. he receives care as a bed patient with payment by the Plan 
under the semi-pravate contract of up to $6.50 a day for the first thirty 
days and $3.25 each day for the next ninety days, or for ward contract 
up to $5.00 a day for the first thirty days and $2.50 each day for the 
next ninety days, plus five times the daily room benefits for extras. 

Surgical (As a bed patient) 

1. Surgical services for the treatment of diseases, injuries, fractures 

and dislocations. 

2. Diagnostic x-ray service up to $15 per year, for each person 

enrolled. 

Anesthesia by a Doctor of Medicine. 

Maternity care (childbirth) if the mother has been a member 
for 9 consecutive months. 
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6. Emergency surgical services by a doctor in the hospital within 
24 hours after the accident, whether or not admitted as a bed 
patient. 

Physicians participating by agreement with Michigan Medical Serv- 
ice make no extra charge if the subscriber is married and the total 
income of his family averages less than $2,500 a year or $2,000 if single. 
Rates for these contracts are $1.72 per month for the surgical and 
ward hospital for one person only; $4.85 for a husband, wife and all of 
their eligible children. 

In addition to the surgical contract, Michigan Medical Service also 
issues a medical-surgical contract under which, for an average addi- 
tional cost of approximately 25 cents per person, medical care (not 
surgical) by the physician is provided in hospitalized cases. 

The operation of these plans would have been comparatively much 
simpler had they had capital funds in amounts anywhere near those of 
commercial insurers entering the same field.. Most of the plans at in- 
ception had contributions from medical societies or hospitals or similar 
donors in very modest amounts. 

Michigan Medical Service, as an example, started business on $17,- 
445.54, loaned on a surplus contribution note, of which $7,445.54 immedi- 
ately went to organization expenses—mostly to the attorneys. Michigan 
Medical Service started business in March, 1940 and by the Fall of 1942 
had achieved a remarkable success in the number of contracts issued 
and subscribers covered, but, at the same time, it had established an 
outstanding record for financial difficulties. Our financial statement 
at that time revealed a deficit of $405,000, not counting $143,000 of liabil- 
ities which our auditors considered, fortunately, only moral and not 
legal. 

It was at that time that the real strength and hidden capital of the 
non-profit plan became apparent for even though the plan was unable 
to pay its agreed schedule of fees to the physicians, the subscribers were 
still receiving service and the assurance of future service from the plan’s 
member physicians. In just the same way have hospitals and doctors 
individually and in groups underwritten other plans and guaranteed 
delivery of the benefits under the subscriber contracts. It is in this 
guarantee of service by the member hospitals and doctors, when com- 
pared to the capital and surplus of the commercial insurance carrier 
that the greatest structural, legal difference between service plans and 
insurance is evident, but there are other important fundamental dis- 
tinctions. The insurance company is motivated by profit, and properly 
so, for either its stockholders, or, in the case of the mutual type, for its 
own group of selected members. Because of the desire for profit, it is 
necessary to impose limitations as to the quality of the risks assumed, 
which, in relation to premium, must always at least the average hazard 
or better. This results in the more hazardous risk being compelled to 
forego protection, to accept inadequate protection at average rates or 
to pay a higher rate for average protection. 

The sponsors of the non-profit plans are anxious to provide pro- 
tection to all who desire or need it regardless of quality of risk or hazard, 
without discrimination, at least in so far as possible with consideration 
to sound financial operation. Not all non-profit plans have been able 
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to operate without enforcing some strict limitations. No plan has been 
able so far to discard all underwriting supervision but most of the plans 
have advanced further toward this goal than have any of the commer- 
cial insurance carriers, and most of them have been able to do so and 
maintain sound financial operation. 

Another important difference between the non-profit plans and com- 
mercial insurance is in the methods of operation. It is these methods, 
which, in spite of liberal membership requirements, comparativeiy wide 
open contracts, with attendant high claims ratios, have produced sound 
plans. The efficiency of these operational methods is demonstrated by 
the expense ratios of the plans, which in many cases are as low as 10% 
and some lower. These are, of course, the larger plans, but a comparison 
of plans to commercial companies, size for size, would reveal consistent- 
ly lower operation costs. Whereas, the insurance carriers, almost with- 
out exception, are committed to the “American Agency System,” in- 
volving payment of commissions to agents, the non-profit plans, al- 
most without exception, acquire their business through the efforts of 
straight salaried personnel. While commissions on group contracts may 
be low compared to commissions on general insurance lines, the ad- 
vantage to the non-profit plan is considerable. Three large groups of 
subscribers in the two plans in Michigan, include over 130,000 employees 
plus their families, totaling over 320,000 persons. The premium income 
from these groups alone is well over $525,000 per month. A commission 
rate of only 5% would be $26,250 per month, whereas we sold and con- 
tinue to service the business by employees whose salaries total barely 
that per year. 

The claims policy of the non-profit plans is decidedly different from 
that of the insurance carriers. During one recent year, the average of 
all insurance companies writing accident and health business (break- 
down by lines of hospitalization and medical are not available) for the 
investigation and adjustment of claims, including legal expense incurred 
in resistance, was 22% of premiums earned. The non-profit plans do 
not even employ claims adjusters. Reports are accepted almost invari- 
ably without question and settled at full face value. For example, my 
instruction from the Board of Directors of Michigan Medical Service 
are to pay every claim that can possibly be justified under our con- 
tracts. We often hear the members of our Board of Directors boasting 
of the month’s total paid for claims and but seldom of our income for 
premiums. 

There are other savings in overhead items which produce these low 
expense ratios which, incidentally, could be availed of by the companies, 
but probably will not be, such as the fact that numbers of salaried ad- 
ministrative personnel are kept at the lowest compatible with efficient 
administration, most of the officers and the Board of Directors of the 
plans donating their services as in the public interest. 

It is not my intention to be critical of the companies in pointing out 
these facts but they must be considered in any evaluation of the non- 
profit basis. The ordinary insured under a hospital or medical policy 
is concerned with the total cost to him of the care he will receive and 
the cost of that care includes all such items as commissions to agents, 
claim costs, advertising, executive pay-rolls and all the other expenses 
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of operation. In the final analysis of his health care insurance cost, he 
will measure by the number of pennies returned to him in the form of 
services or paid bills. 

It is obvious that it is my position that at the present time only the 
non-profit hospital and medically sponsored prepayment plans hold any 
real promise of offering an adequate answer to this problem. I should 
make it clear that at the same time it is my belief that commercial 
insurance companies could, if they were willing, do as much. Con- 
siderable time and effort has been expended in the last few years in 
conferences and discussions between representatives of the medicai 
profession and representatives of some of the commercial insurance car- 
riers. It is evident that a number of the commercial carriers have a 
real desire to do everything possible, even af. some considerable finan- 
cial risk, to perform adequately in the hospitalization and medical care 
field. Unfortunately, it is well known to most persons having experi- 
ence in attempting to gain complete co-operation between various in- 
surance companies that success is usually thwarted by the unwilling- 
ness, or perhaps inability, of a few to co-operate. 

The suggestion has been advanced that a pooling of effort in under- 
writing hospitalization and medical insurance, the waiver of commissions, 
or at least payment of commission only on a minimum scaled basis for 
the production of such business, and a uniform liberalized claims policy 
with all carriers operating in the field subject to control by the pool, 
would produce a result as satisfactory as that now produced by the non- 
profit plans, or at least adequate for the purpose. 

There are many obstacles to the successful completion of such an 
arrangement beside the unwillingness of some carriers to co-operate. 
One of the major obstacles is probably the Federal anti-trust statutes 
which would probably prohibit any agreement as to rates. 

Assuming, however, that some such arrangement might be success- 
fully carriéd out, it is my belief that the medical profession and the hos- 
pitals would *2 only too glad to surrender their activities to the in- 
surance carriers. 

To anyone not having direct personal knowledge of the various 
phases of these various health care programs, it must be a rather con- 
fusing situation, non-profit hospital and medically sponsored plans 
and plans offered by the commercial insurance carriers and the pro- 
posals for governmenta] compulsory health insurance being so much 
alike in so many respects, but so different in so many other ways. 

It seems to me that it is logical and certainly reasonable that the 
voluntary non-profit plans, which have demonstrated by numbers and 
rapidity of growth and flexibility of method, a real desire to serve, 
supplemented by the commercial insurance companies in their efforts 
as far as they are able and willing to go, should be given every assist- 
ance and encouragement in completion of this job before the people 
of this country are subjected to a radical, compulsory and probably ir- 
revocable experiment in the distribution of the cost of medical care by 
the Government. 





Non-Governmental Medical Care Programs 
By W. R. Williamson, 
President and Senior Actuary, The Wyatt Company 


I should like to begin by saying that my qualifications for speaking 
on this program are: 

(a) An academic aloofness to the pressure for new business 
and expansion of any program. 

(b) An instinctive impulse to deflate the inflated claim. 

(c) A strong belief that “we do things differently” in America. 

(d) A desire to treat our citizens as responsible, mature in- 
dividuals. 

Although I should like to see, now that we have started, a low uni- 
versal floor-of-protection for Old Age Survivors and Extended Disability 
arranged by the federal government on a near-subsistence basis, to 
stimulate personal and employer supplementary provisions, I suspect 
that part of my reason is the good start already made in personal thrift 
and insurance programs and in niass progreu:is largely arranged by 
employers. I very much want to increase the sense of personal account- 
ability. I wholeheartedly agree with young Father Nunez, whom I re- 
cently met in Costa Rica, that human personality, freedom of choice, 
freedom from undue domination by a government, a church, an employer 
or a union, are goods to be conserved and not carelessly lost. When we 
add governmetal direction of services which are personal, I like to feel 
that such imposition is clearly the agreement of the electorate and not 
the decision of a narrow protectorate even when it is “for the good of the 
citizens”. I have not been convinced that the extensive minutia of 
medical care, the medicines, the usually widely scattered doctors’ visits, 
the cleaning of teeth, the brief visits to the hospital, the new glasses, 
the nurses’ visits require a complete reorganization of our economy 
so that a federal executive will coordinate and in part replace the far- 
flung services now in operation. 

Personal responsibility is served by the non-governmental projects 
presented by the three previous speakers. Even in thinking of employer 
plans, I like to regard them as expressing the wishes of the group of 
employees who allocate a part of their joint incomes to serve the basic 
common needs of all. For a working rule-of-thumb I have said that 
“insurance is an orderly, informed method of sharing, by the use of 
which men, who accept a personal responsibility for the meeting of 
certain contingent, presumptive personal needs, through the good will 
and team work of mutual cooperation, provide benefits upon the in- 
cidence of the contingency and upon the emergence of such ensuing 
presumptive needs”. I’m not insistent upon calling this insurance 
either. I prefer “cooperative budgeting”. But I do want to hammer 
home my belief that neither “insurance” nor “budgeting” creates wealth 
or services or facilities. Insofar as projects carry a subsidy, they seem 
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that much less insurance to me. When Beveridge says “the citizen gets 
a shilling’s worth of benefits for thruppence”, I shudder from the boots 
up. When the “law of averages” is quoted as making accrued liabilities 
disappear, or when anyone says that insurance reduces costs, I object. 

I carry a lot of insurance. It means I have less to spend currently. 
Insurance, like the community chest, collects income that it would be 
pleasant to spend elsewhere, and marshalls it to the support of an ear- 
marked purpose. These programs that are being discussed today deal 
with a personal responsibility much more important than the mainten- 
ance of my favorite luxuries. Insurance bands together a lot of people 
with considerably differing liabilities as to risk. In most years an in- 
sured person does not collect benefits. In most years that I have carried 
insurance, I have put in an outlay greater than was currently required 
so as to smooth out my expenditures. Insurance builds upon “I can and 
I will” rather than “I can’t and I won’t”. 

“Budgeting the Costs of Illness” by H. Ladd Plumuley is the first 
study in a series on individual and collective security released by the 
National Industrial Conference Board. It lists six facilities: 

Employee Mutual Benefit Associations 
Trade Union Plans 
Blue Cross Plans 
Group Insurance (Insurance Companies) 
Prepayment Medical Care Plans 
6. Individual Accident. and Health Insurance Policies. 

Of these the Blue Cross plans seem to cover the most persons. These 
are all gathered together as representing the voluntary approach in 
America as contrasted with what is apt to be called “government com- 
pulsion and regimentation”. I am inclined to add to that series of 
six the further voluntary budgeting techniques of “money in the bank”, 
and all the traditional savings methods of “preparing for a rainy day”. 

It seems to me that much of the agonizing discussion of the actual 
impact of medical costs has been exaggerated The aggregate figures 
quoted (probably subject to a considerable margin of error) seem to 
make the national medical bill run less than the bill for alcoholic bever- 
ages and not much more than the bill for tobacco and cosmetics put 
together. I think more ought to be budgeted for medical care. I for 
instance, should like a periodic full medical examination. I am not so 
much held back from getting these services by fear of the costs as be- 
cause it takes my time and that of the doctor. There has to be a meet- 
ing of minds and availability of doctors to suit my time schedule. 

I hope these programs will give 100 per cent service—but we are all 
human and there are limitations and restrictions to put up against the 
value of budgeting. I am going to list the limitations first. 

Limitations 

1. Jurisdictional Subdivision: Health is a unit but I find separate 
budgeting provisions for hospitalization, surgical fees, doctor’s bills, spe- 
cialists’ services, dentists, oculists, drugs, etc. I have a broad package 
coverage for my car and for my house which reduces the number of 
separate premium payments and the extent of my uncovered needs. 
I think comprehensive covers cut overhead too. 
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2. Gaps: Dr. Louis Reed in his recent report on Blue Cross and 
the Medical Service Plans gives a good deal of space to the gaps. So far 
there has been mighty little suggestion of bringing into these programs 
payments to nurses, dentists, or expenditures for pharmaceutical supplies. 
The most serious gap is that the catastrophic burden—where the need for 
budgeting is greatest—is the least apt to be dealt with. Here, the $50.00 
deductible automobile policy with very high limits suggests emulation. 

3. Underwriting Exclusions: Because highly substandard lives 
particularly the aged, those most in need of care, have been excluded, 
we have two limitations. 

(a) The plan may initially produce a favorable selection which will 
later wear off—thus starting with a misleading appearance 
of low costs. 

(b) The plan leaves out of the program the very situation for 
which the structure has been devised. 

I have belonged to a voluntary medical care organization for many 
years. During this period, I paid the one fairly sizable medical bill from 
my own pocket because the service was clearly desirable but it had 
been excluded from the “group treatment” (and the bill was only fai*ly 
sizable at that). 

4. Actuarial Base: is necessarily a bit sketchy. Until the insur- 
ance structure shapes up more clearly, the following factors are not 
clearly known. 

(a) Whether there is a definite early selection, its extent, and at 

what rate it wears off. 

(b) Whether an aging of the insured group occurs, such as has 

occurred in group life and whether the problems of “group con- 

version” and “coverage of pensioners” may be similar. 

(c) Whether there is a tendency to use (where use is desirable but 

does not occur among the unprotected) or to abuse ( the hypochon- 

driac or the member who is merely “getting maximum value out of 
the plan”). 

(d) Extent of “accrued needs” and the rate at which they are cared 

for. 

(e) Dependable frequency distribution of superstandard, standard 

and various degrees of substandard risks by age, sex, marital status, 

occupation, etc. 

(f) Frequency distribution of disability durations. 

({g) Scientific effectiveness or rehabilitation 

(h) Persistence of membership. 

(i) Administrative costs and allocation. 

(j) Reserve accumulation theory and practice. 

(k) Special problems of very rapid growth. 

(1) Family structure and practical sharing between those with and 

those without dependents. 

(m) Premium base as dollars, as per cent of wage, etc. 

These all represent limitations to our knowledge. 

5. Lack of Expected Subsidy to Low Wage Groups: The social in- 
surance vogue of charging premiums as a percent of wage is probably 
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explained by the bargain to the low wage groups and the failure to indi- 
cate that this charge impinges against the highest paid group. Thus, to 
express annual medical costs of $100 against a $2,500 average annual 
income as 4 per cent is to avoid such awkward ratios as 20 per cent of a 
$500 wage, 10 per cent of a $1,000 wage and 1 per cent of a $10,000 salary. 
But when uniform dollar charges are made, there is a loss of the ef- 
fectiveness of “an insurance help” to the much-stressed “medically in- 
digent”. A similar reduction of subsidy to the low-wage, large-family 
man will be present if dependents are separately charged for, rather 
than ‘shared” among bachelors and spinsters. 


6. Emphasis on Low Costs Through “Non-Profit Limitation-on- 
Expense”: Services are worth paying for. The occasional “horror-at- 
profits” attitude seems to me to be a definite danger in these plans. 
Professional services of all sorts should be planned on at an adequate 
level. Paying adequately for skilled management and for professional 
guidance is most important. There is “pound-foolishness”. 


7. Debate on Relative Merits of Service or Indemnity for Service: 
Either horn of the dilemma carries its limitations. The use of service 
implies a control over services or a sure knowledge of their costs which 
are lacking. (Our fear of socialized medicine stems from the knowledge 
that so extreme a control by government places too much power in too 
few hands). As Louis Reed outlines in his recent book the cash in- 
demnity may not fully reimburse the patient. Since charges made must 
eventually be those necessary in a changing world, it is important to 
learn the facts about the business, and to make the insurance or bud- 
geting service Cependable. 


8. Limits to the Credibility of Current Experience: The recent 
tremendous changes in employment and unemployment, in aggregate 
and per capita wages, in the purchasing power of the dollar, make too 
trusting reference to “the lessons of experience” rather treacherous. 
Per capita wages have more than doubled in the last dozen years. There 
has been a marked shortage of medical services to civilians during the 
war. E:-rnings in different portions of the economy are shifting at dif- 
ferent rates. It is hard to tell whether more medical facilities will be 
furnished at a great increase in unit cost. It sometimes seems that it 
is only skilled manual workers who are to be recompensed and not pro- 
fessional men. A review of slightly worn statistics of the late 20’s and 
early 30’s exhibits evidence of a very different world. Records in dol- 
lars, in wage percentages, in benefits, in times of very limited facilities 
must be read with understanding. 


9. Political Attitudes: The most marked potential limitation in 
these programs lies in the attitude of debate which has gathered around 
this general subject. The strategy of proponents seems at times to be 
that of the poker game. In fact, we are very ignorant of the basic facts of 
health and disease. We can only legitimately progress through informed 
and searching analysis. 


The statements of limitations represent my recognition as an actuary 
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that we need facts, rather than impressions. Se we look dubiously at the 
glowing record of tripled membership in a few short years and emphasize 
the long way yet to go to complete protection, the difficulty of evaluation 
of accomplishment and the fact that every institution today is being 
reexamined. 


We turn to the elements of strength with definite pleasure. 
Strengths 


1. The voluntary programs seem to be an evolutionary, a spon- 
taneous development—not a forced one. Individuals join, one by one. 
The demand for protection comes from “the grass roots”. It is another 
of an interesting series of coverages which include Ordinary Life, In- 
dustrial Life, Group Life Insurance, Workmen’s Compensation, Auto- 
mobile Liability, Retirement Plans, and Group Weekly Disability Bene- 
fits. It has not been imposed—it has evolved. 


2. Facilities for sound administration have more of a chance to 
keep pace with the requirements, than is possible when a backward 
nation adopts a medical care plan before it possesses the facilities to 
make it work. This possession of facilities avoids the protests over fail- 
ing to live up to premature promises. “Let us pass 2 law” is bad ad- 
vice, when the laws do not represent broad public opinion. 


3. The plans stress personal recognition of responsibilities and the 


development of sound facilities to meet them. They avoid the negative 
and demoralizing pretense that the citizen “is unable to see his duty and 
to meet it”. They give the potential member credit for basic compet- 
ence and reliability and the wish to care for his responsibilities. These 
plans can build character and self-reliance. 


4. The approach avoids—or should avoid—the misleading attitude 
of Sir William Beveridge that “the citizen gets a shilling’s worth of 
benefits for thruppence”. (Sir William’s approach is sounder when he 
says that all are covered and all pay). If there is an employer con- 
tribution—and there well may be—the more constructive explanation is 
that of a wage increase allotted to budgeting for health. This is personal 
group budgeting. It is Scotch. It is “austere”. Spreading costs over 
time and many contributors increases the chances cf meeting budget 
priorities soundly. I like to think of insurance as informed budgeting, 
biting a ba into my funds otherwise available for luxuries. To get 
nearly 50,000,000 persons budgeting for this purpose is an achievement 
to be proud of. 


5. Payroll deduction for the payment of taxes, community chest 
contributions and insurance premiums is a most effective device. Taxes 
and death come first. To add provision for better health is a wise ex- 
tension. By such methods we are more apt to stay out of the poor house 
and to enjoy a more productive life. 


6. Competition between the plans stimulates comparison of bene- 
fits, greater appreciation of ‘benefits and soundness of program. In the 
experience of European programs where there was no competition, where 
benefits were set by edict, where beneficiaries expected to get and did 
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get more and more benefits, we have had an unhealthy national picture. 
It’s a strength of United States development that programs have been 
sponsored by insurance companies, by mutual benefit societies, by unions, 
by employers, by the hospitals, by the doctors. 

Conclusion: 

So, balancing the admitted limitations against the valid accomp- 
lishments, we have a lusty infant industry as American as Vermont 
maple syrup or Southern cornpone. We can help the evolution of these 
programs by recognizing their immaturity and by expecting them to 
grow step by step, replacing the current youthful exuberance by an at- 
titude of mature responsibility. They are positive in their values, hopeful 


in their outlook. May they, understanding their limitations, wisely grow 
within them. 





Discussion 
By Elizabeth W. Wilson, Ph.D., Cambridge, Massachusetts 


I have been asked to discuss the first and last papers in the foregoing 
interesting discussion. 

The figures Dr. Dickinson has quoted are extremely thought-provok- 
ing. He has compared the increase of medical costs since 1935-9, with 
the increase of expenditures for such luxury items as recreation, 
jewelry, alcoholic beverages and tobacco—or is tobacco a necessity? Al- 
though payments made for food, clothing and household operation are 
from 3 to 9 times as large as those for medical purposes, and are, 
therefore, somewhat more liable to error in estimation, their indis- 
pensable character makes them more analogous to medical expenditures 
than are the items cited by Dr. Dickinson. 


The 1946 index for medical care was only 211, that for food was 
278, clothing and accessories, 283 and household operation, 207. That is, 
medical costs have risen almost as slowly as the least inflated category 
of necessary expenses. 

What is the reason for this? Does it prove that there is not the 
unfilled need for medical services about which the proponents of com- 
pulsory insurance rave? Or wasn’t the personnel available to give 
the desired services? Was it due to the fact that doctors and hospitals 
did not increase their charges in consonance with the inflationary trend? 
I should like to know. 

Turning now to the question of medical payments as a proportion 
of individual! incomes, we find an inverse correlation with the economic 
cycle, the variation being about a mean of approximately 4%. This was 
true not only on the upswing, 1940-6, but on the downswing, from 1929- 
32. It is what we should expect in the case of a necessity, with a 
small coefficient of elasticity of demand. 

The speaker has assumed that this was caused by the variation 
in amounts paid to doctors and hospitals. That was undoubtedly true 
when we were entering the depression, but I question whether there 
would be much fluctuation of these ratios if the amounts paid by 
insurance agencies to doctors and hospitals were allocated to "physi- 
cians” and “hospitals” instead of to “Payments to group hospital 
and health associations.” Doctors’ payments decreased from 1.15% in 
1940 to .90% in 1945, and hospital payments from .65% to .54%. Payments 
by the Blue Cross could easily account for the latter discrepancy. 

However, Dr. Dickinson has emphasized a very important fact, to 
wit—the average American in normal times pays about 4% of his 
income for medical care. Remember this figure when you see the 
probable cost of a compulsory health insurance system being estimated 
at anywhere from 6-9% of the covered payroll. 

Mr. Williamson, in his most interesting paper, has made no at- 
tempt to evaluate the importance of what he calls “the elements of 
strength and weakness in voluntary plans.” 


(63) 





64 The American Association of University Teachers of Insurance 


I presume that everyone here will be willing to admit that the 
insurance—or budgeting—of certain types of medical costs is desirable. 
Many of the elements of weakness listed by the previous speaker are 
those characteristic of any new type of insurance. 

For instance, the actuarial bases are “sketchy”. We do not know 
the effects of initial selection, malingering, distribution of types of 
insured, persistence of membership, or administration costs. It is 
also true that our ignorance with regard to some of these factors is 
accentuated by what Mr. Williamson calls “the limits to credibility of 
current experience.” Not only the economic factors mentioned, but 
medical conditions are changing rapidly. The underwriters of any new 
type of insurance would labor under similar disadvantages. 

Again, the speaker bewails the uneconomic administration of indi- 
vidual coverages, and advocates the use of package plans. There 
has been a trend toward this in certain places, where hospital and 
surgical coverage is included in a single certificate. On the other 
hand, policies covering a single type of risk are more flexible, and 
Americans resent standardization. 

It has been suggested that nurses’ and dentists’ services should be 
included. This would be feasible in certain limited areas, but the 
lack of available personnel would make the fulfillment of such contracts 
impossible in many places. 

I am definitely skeptical about the wisdom of an all-inclusive phar- 
maceutical benefit, although it might be practical for expensive, rarely- 
used drugs. Even a cursory survey of the rapidly increasing cost of 
such coverage in both Britain and New Zealand would give an ex- 
perienced underwriter pause. Moreover, its administration is apt to 
create friction between the doctors and insurance authorities on the 
question of the types of drugs prescribed. Also, such insurance may 
be actually detrimental to the health of the insured population. All 
of you will remember the famous. statement of Sir Arthur Greenwood, 
quondam British Minister of Health, to the effect that after the in- 
auguration of the National Health Insurance system, the British became 
“a nation of medicine drinkers.” 

Mr. Williamson criticizes the limitations in coverage. Isn’t it wise 
in issuing a new type of insurance to limit the risks assumed and 
the types of persons insured until experience indicates what an equitable 
premium would be? Fifty years ago, when the Fidelity and Casualty 
Company of New York issued the first health insurance policy, it 
covered only eight diseases, and, as one actuary remark, was limited 
to those persons who would never have those diseases. I shall not be 
surprised to see a gradual lifting of the limitations and inclusion of 
older and older persons. 

In short, five out of the nine “elements of weakness” are character- 
istic of the newness of such plans, and like Youth, will inevitably be 
outgrown. 

The variation of the premium with the size of the family and its 
expression as an absolute amount rather than as a part of the wage, 
is, to my mind, a source of strength, rather than an element of weak- 
ness. This practice charges each insured person for the benefits received 
by the average person in his class, which is the essence of true in- 
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surance. Of course, it does not have the buyer appeal of the slogan 9d. 
worth for 4d., which Lloyd George used to sell the National Health 
Insurance system to the British people 36 years ago, but it tells the 
truth. There is no reason why in cases of need it should not be 
supplemented by public assistance. But the practice of adjusting the 
premium to the cost, separates the insurance element from charity, a 
consummation devoutly to be desired. 


It is undoubtedly misleading to overemphasize the low-cost phase 
of this insurance. Hospital costs are high and increasing. Doctors 
should be entitled to adequate remuneration because of their long period 
of preparation and their heavy expenses. In many cases, they have 
taken less than the amount promised them by the underwriting agency, 
in order to keep plans solvent. However, it does not seem equitable 
to insist, that physicians should be willing to have their scale of 
rates for all patients set far in advance unless and until all other 
workers have their wages predetermined. 


This matter of remuneration of doctors has been the source of 
much of the trouble in health insurance. Before 1930, the German 
insurance authorities successively decreased the compensation paid 
physicians, and there was a series of doctor strikes. The inaugura- 
tion of the New Zealand system had to be delayed two years because 
the doctors were unwilling to treat well-to-do patients for as little as 
they charged the poor ones. Wihin the month, the doctors connected 
with the compulsory health insurance system for the San Francisco city 
employees struck on this same issue. 


However, an adjustment must be made between the doctors and 
the insurance authorities. Until it is, any health insurance system is 
threatened by a definite element of weakness. Insurance authorities 
must realize that the cooperation of medical men is indispensable, but 
doctors should appreciate the fact that the success of any insurance 
scheme can be made more certain by the advice of experienced under- 
writers. 

Six “elements of strength” are listed. They could be epitomized by 
saying “Since the system is voluntary, it avoid. the pitfalls characteristic 
of a compulsory system. “Because of the voluntary—and competitive 
—character, there is an incentive for insurance authorities to keep 
administrative costs and personnel and claim validations at a minimum, 
and the quality of the service high. Compare this with conditions under 
compulsory systems. In Britain, administrative costs have been around 
15%; malingering is rife in all countries. Read the 1946 Senate Com- 
mittee hearings, particularly the testimony by Doctors Oechsner and 
Baehr, to find out about the quality of medical service given in com- 
pulsory health insurance countries. Administration requires a large 
staff—in Britain it has been 1 for every 100 insured. This may easily 
become a political danger—by degenerating into a bureaucracy. 

Thus, if we are to distribute the costs of disability by insurance, and 
the system must be either voluntary or compulsory, let us choose the 
kind which will have more efficient administration, lower costs, better 
medical service and no bureaucracy. After all, the voluntary type is 
the American way. 








Discussion 
By Frank Lang, Manager, Department of Research, Associa- 


tion of Casualty & Surety Companies 


As I sat here listening to my four colleagues giving an account of 
the present state of affairs in the field of medical care insurance, I 
couldn’t help but wonder what sort of report they would submit were 
they addressing this group ten years hence—December 1957 instead of 
December 1947. 

I think we are all agreed, but I will say it once again, though 
with full awareness of the fact that in so doing I lay myself open to 
the charge of tedious repetition of an old refrain, that “Today, 
health insurance is at the crossroads.” Tomorrow it will have moved 
on—and by 1957 it will be still further along the road. We hope it will 
be along the Highway of Voluntary Health Insurance, and not the 
Byway of Compulsory Government Insurance. I use the word “by- 
way” advisedly—in the sense of a secondary or detour route, which 
will be necessary only if the main route’ becomes impassable for lack 
of proper maintenance. 


Our speakers have reported on the present state of repair of three 
of the lanes in the Highway of Voluntary Insurance: 

Frank Dickinson has told about consumer expenditures for medi- 
cal care and the relatively small portion going to medical care cost. 

Al Pike has described what private group insurance has ac- 
complished. He reports growth in all three divisions—hospital ex- 
pense, surgical expense, and general medical expense insurance—10-*; 
million individuals being covered under group hospital, 8 million under 
group surgical, and % million under group medical. 

Mr. Ketchum has given a picture of the job that is being done 
through medical society and hospital-sponsored plans. Twenty-eight mil- 
lion hospital subscribers is a large number in any man’s language. A 
few years ago it would have been thought fantastic. Such an achieve- 
ment points an encouraging pattern for the future. 


And finally Bill Williamson has shown wherein lie the strengths 
and limitations of voluntary plans. 

In addition to the three types of medical care protection that we 
have heard discussed this afternoon, namely coverage through com- 
mercial] group insurance and through medical society and hospital-spon- 
sored plans, there are a number of other voluntary methods for securing 
this type of protection. Lack of time prohibits a detailed discussion of 
each, but for the sake of completeness I think it might be well in 
passing to list them. They include (1) individual insurance which 
is purchased by the individual from the commercial insurance company; 
((2) a variety of plans best grouped under the common heading, prepay- 
ment medical care organization—among them private group clinic or 
physician-managed plans, industrial employer-employee plans, govern- 
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mental plans established by the various government agencies, consumer- 
sponsored plans which have grown out of the desire of a group of 
persons to budget the cost of illness, the FHA plan, and the bituminous 
mine industry plan; and (3) a final category designated as university 
health plans. An estimate made within the past month by the Research 
Subcommittee of the Conference Committee on Health Insurance of 
which I happen to be a member, gives the following totals for the 
number of persons covered under the various voluntary medical care 
plans: Hospital expense 41,323,000; surgical expense 17,530,000; medical 
expense 6,465,000. 

We must not forget either that entirely apart from these medical 
care plans, there is the older type of indemnity protection against loss 
of income in case of accident or sickness. This, after all, is the basic 
protection provided by insurance. All the other coverages discussed this 
afternoon are an outgrowth of this fundamental type. Under this 
heading there are six generally recognized covers: (1) group insurance, 
(2) individual insurance, (3) fraternal benefit societies, (4) paid sick 
leave, (5) employ mutual benefit associations, and (6) union plans. 
The total number of persons protected through these channels is esti- 
mated at 26,823,000. 


We know what is availiable. Do we know, though, what is wanted? 
Specifically, what does public sentiment demand? During the past few 
years the average American has become an extremely health-conscious 
individual. He has learned that on an average day 7,000,000 persons in 
the United States are disabled by sickness or injury so that they are un- 
able to go about their ordinary business—school, work at home, or 
work on the job. He has learned too that this disability has re- 
sulted in an annual earnings loss for the nation of some 3-4 billion— 
to say nothing of 1.5-3.3 million man-years of working time lost in an 
ordinary year. 


Through the use of public opinion polls, attempts have been made to 
find out just how the average American wishes to take care of this 
problem. Today, there is hardly a polling organization in the country— 
either national, regional, or local—that has not at some time or other un- 
dertaken the task of determining public opinion with regards to medical 
care. Findings show a surprising degree of consistency regarding the 
answers to some of the questions, but marked variation in answers to 
others. All polls agree that a large majority of the American public 
feels that most people do not get enough medical care and that some- 
thing should be done to improve the situation. As early as July, 1943, 
only a month after the appearance of the Wagner-Murray-Dingell bill, 
the Opinion Research Center of Princeton, New Jersey asked the ques- 
tion, “Do you think anything might be done to make it easier 
for people to pay doctors’ or hospital bills?” The reply was an 
emphatic affirmative as shown by the following percentages: 63% 
yes, 11% no, 26% no opinion. The same question asked during 1945 
brought very similar results. A year later the National Opinion 
Research Center of Denver found an even larger proportion of people— 
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82%—feeling that “something should be done to make it easier for 
people to secure medical care when they need it.” 


Another issue on which there is apparent agreement concerns 
methods of payment. Here findings reveal a marked preference for 
prepayment. Jiu snswer to their question as to whether the public 
preferred a pay-in-advance or pay-when-you-are-sick plan the same 
three polls referred to above found between 45% and 64% of those 
queried favoring the prepayment method. 


No such unanimity of sentiment, however, exists among respondents 
with regard to the medium through which this care should be provided or 
the agency through which it should be administered. Three of the major 
national polls report extremely diverse findings as to the proportion fav- 
oring federal or state administration as opposed to administration by 
doctors, private agencies, or local organizations. When asked about the 
choice of plans, the percentage of people claiming to favor an ex- 
tension of social security to include health insurance varied from as 


much as 37% to 70%. In addition to polls by these three national polling 
organizations, the question of medical care has been explored, as far as 
I am aware, by regional surveys in Washington, Iowa, California, and 
Michigan; by three in Minnesota; and two in Pennsylvania. All of these 
have tried to measure public opinion with regard to a government- 
operated medical care program and all have shown wide variation 
ranging from 38% to 83% in favor of such a plan. This divergence of 
Opinion apparently is not due to incorrect sampling but rather may be 
traced to differences in the wording of questions used by the different 
pollers. These studies, incidentally, provide an excellent example of the 
difficulties that may arise and of the necessity for formulating ques- 
tions with extreme care. For example, findings show that more opposi- 
tion is expressed when a government-sponsored plan is described as 
“socialized medicine”, “government-controlled medicine”, “compulsory 
health insurance” or “a new tax for paying people’s doctor bills”. On 
the other hand, more approval is indicated when the same plan is repre- 
sented as “insurance for which the worker helps pay”, “ a means of 
providing low cost medical care”, “a plan supported by the president” or 
“a method similar to systems already in operation”. 


The importance to this audience here is that there exists a fluidity 
of public opinion as related to a national program of health insurance 
which in turn is caused by the fact that people have not yet made up 
their minds on the issue and are easily swayed by the many verbal 
stereotypes which usually accompany any discussion of this controversial 
issue. 


Small wonder the average American is confused. On one side he 
finds himself confronted with a multiplicity of proposals, each claiming 
to offer the solution to his problem by providing complete health in- 
surance and medical care. On the other side he finds himself only too of- 
ten misled and unable to obtain the protection to which he believes him- 
self entitled. This is a situation that needs correction and one that 
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everyone in any way connected with insurance should feel an obliga- 
tion to rectify. This is particularly true for those among us connected 
with insurance education. For it needs a public relations program on 
a broad educational level designed to show the man in the street 
just what is available under the various plans—a program which admits 
frankly the strength and limitations of each. Only an honest public 
relations campaign, based upon indisputable data can accomplish the 
purpose. 

There may be differences in opinion as to method, but they are 
insignificant in the face of the overwhelming mandate from the 
public of this country to go ahead and to do something about medical 
care. 





Discussion 
By Professor Erwin A. Gaumnitz, University of Wisconsin 


Mr. Chairman, Ladies and Gentlemen: I think it would probably 
be worth my time and your time to ask one or two questions. Whether 
I can give the answers or not is something else, because you may not 
agree with me. I would like merely to ask the questions first. What, 
presumably is the objective that the nation should seek to attain 
with respect to this particular topic? That is, are we interested in more 
medical and hospital service, or are we interested in a plan whereby 
the credit losses of the medical profession may be reduced, or whether 
or not the hospital facilities physically may be expanded, or the medical 
training and services expanded, or whether or not we should seek a more 
even distribution of both the physical hospital facilities and the medical 
services? 


The figures that Dr. Dickinson presented, I noticed, have been 
interpreted in part, not necessarily by Dr. Dickinson, but I thought I 
caught a little bit of an interpretation from one of the other speakers, 
that the figures in respect to the percentage of the total family budget, 
going to medical services and hospital expenses related to costs. That 
word “costs,” is probably misused, in the medical and especially in- 


surance field. I think actually, these figures that Dr. Dickinson has pre- 
sented show nothing at all about costs one way or another. If by 
costs one means the total cash outlay, that is one thing. I think 
that is what the figures show. The amount of money in dollars con- 
verted into percentages with respect to budget levels is purely an out- 
lay figure. It does not mean costs, I don’t think, especially in the 
sense of a change of price levels for medical services. A change in the 
price level of medical services, and a change in the proportion of 
a family budget spent for medical services are two different concepts, 
and neither is the same as a change in the total dollar volume of cash 
outlay for medical services. 

Some of the other figures that were quoted, I think probably come 
closer to being “price level” changes for the particular category referred 
to. 

I know Dr. Dickinson has some figures that relate to the distribution 
of medical services. One of the difficulties of figures of any sort that 
are put into percentages on a broad basis, is that nothing is shown 
concerning deviations from the averages. The important point as I 
understand it is not that medical services are not available on the 
average, but that in certain communities they are not available at all. 


Furthermore, the problem is that some people in some income 
brackets cannot buy medical service and cannot avail themselves of hos- 
pital conveniences. I remember, some years ago, a group of us 
had a research study under way during the depression years and we had 
some rather detailed figures from quite a few families in certain income 
levels. We studied the dollar outlay that these families had made for 


(70) 





Discussion 71 


various segments of their budgets, and we noticed in particular the 
change in the amount and in the proportion for medical services. We 
found that an increase in income, when the doctors as a matter of fact 
were relatively unemployed, did not necessarily indicate that the people 
who enjoyed the higher income had better or more medical service. I think 
that our problem is more rather than better, medical and hospital service. 


Better quality can come after more people are served. One of the 
features of the so-called free enterprise system under which we operate, 
is that a person who has a given income, has freedom of choice with 
respect to the way in which he spends his income. The mere fact he 
has more income, better M.D.’s available and that they have better 
physical facilities with which to operate, does not mean we will witness 
necessarily, a more rational expenditure on the part of those people 
for medical services. The conclusion is, that we are free to dissipate 
in any way we wish. The study seems to indicate, that as one’s income 
increases faster than his ethical considerations of how he should 
spend it improve, according to what some persOn may have as a 
standard of improvement, we get some rather amusing conclusions. 

An increase in income at the same time we have an improvement 
in medical facilities, may be associated with the consumption of more and 
better wine, which may of course, have some effect on health. Whatever 
the effect is, I don’t know. Nevertheless, conclusions are possible which 
may not be intended. 

If it is our objective here in the United States to have more and 
better medical service, I am not personally convinced in my own mind, 
that insurance will necessarily solve that problem. I think, as Mr. Wil- 
liamson said, insurance will come closer to solving the problem of budget- 
ing one’s medical expenditures. I think furthermore, the added empha- 
sis on cost, wherein costs are considered as such and not compared 
with the particular service the person is getting in exchange for his 
premium, will not necessarily lead to good thinking concerning the 
direction that insurance should move. 

For example, suppose we have two companies competing on a cost 
basis. Either they can compete by turning out a quality product and 
having their salesmen emphasize the quality, or they can compete by 
thinning the quality of the product and having their salesmen compete 
on a cost basis. It is that latter type of development if over-emphasized, 
that will do more harm to the insurance business and will certainly 
not further the free enterprise system, and will probably in the long 
run do more to direct our nation into a scheme of broadened and deep- 
ened social security of a too paternalistic type than anything else. 

The type of policy we find advertised on the inside of match covers 
and that we in Wisconsin can hear on the radio, although it does not 
originate in our state, I understand, should be abolished. I do not nec- 
essarily mean by law, because I am by nature opposed to laws in general, 
but the abolition should be primarily by competition. 

I saw an interesting policy recently, printed on some of the 
highest quality paper I have seen since the war, and the bright 
colors were there also. A conspicuous ten-thousand dollar amount 
appeared at the top. In reading this policy, I noticed that there was 
a rather significant monthly disability item promised in the policy 
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But, there was a limitation of two months in the contract. The ten 
thousand dollars promised was for death if the death occurred in a 
certain manner which comes infrequently statistically. It is an extreme 
case, of course, but it illustrates the general idea. 

Whether a company is of the non-profit or profit tyre, it seems to me, 
does not matter. There seems to have been quite a bit of emphasis this 
afternoon on the sharp differences between the two plans, however. 

I would like to emphasize the things they have in common, and to 
suggest that if the sharpness or the distinction between the two plans 
is emphasized, I doubt very much that the future is so rosy. I 
think we should look rather at what we intend to achieve, and 
what is the best means of achieving it. Then if we wish to have our 
various types of plans of organization under the free enterprise system, 
proceed to do so, as long as legally they are permitted to operate on 
essentially the same footing. The difficulty, in many instances, lies in the 
reasoning of the people on the inside in both the private com- 
panies and non-profit groups. An enlightened leadership is needed in 
both groups if the general welfare is to be promoted. 

The practice seemes to have been to lower costs by inserting limita- 
tions in the contract which is of course, desirable, in some cases. If 
there is a limitation with respect to operating room costs, and a limita- 
tion with the respect to many other coverages, probably the maximum 
one could benefit from some of the contracts, let us say, $250. 

Why get so excited about some broad scheme that will give a person 
$250? My feeling, rather is that if there is a need for good budget- 
ing, and if there is anything at all to the general principles of insurance, 
I would say we ought to pay more attention here in the United States 
to an analysis of the needs, and an ascertainment of ways and means 
of taking care of the extreme loss. Minor expenses can be handled on 
more or less a current expense or almost on a depreciation basis. The 
human system has quite a bit of similarity to a machine. We don’t 
get too excited if we lose a hub cap here and there, and we ought not 
get too excited about that same type of situation with respect to our- 
selves as human beings. 

On the other hand, a person who is disabled and hospitalized and 
requires medica] attention for a relatively long period of time, does 
demand a certain type of service, which he will not get out of many 
of the contracts that are sold today. 
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Of the large basic courses in the field of business, as reflected by 
our institutions of higher learning, insurance has been about the latest 
newcomer. Judging from the last over-all survey (1940, by David Mc- 
Cahan and Anna M. Kelly, under the auspices of the American College 
of Life Underwriters), the early progress was painfully slow. During the 
decade from 1904 to 1915, only 10 survey courses were established in 
American universities and colleges; and only 11 specialized courses, 
5 in life insurance, 4 in property insurance, 1 in casualty insurance, and 
1 in property and casualty insurance combined. By 1920 the survey 
courses had increased to 17, the special courses in life insurance to 18, 
those in property insurance to 15, in casualty insurance to 3, in property 
and casuazlty insurance combined to 4, and in life insurance salesmanship 
to a single course. 

Under such circumstances it was futile to attempt * national organ- 
ization of university teachers of insurance. Moreovzr, the understanding 
of insurance by faculties already entrenched in our business schools of 
higher learning was not too flattering, and to ever so many the subject 
was not too welcome. Insurance as a career calling was often frowned 
upon in academic circles and its legitimacy as an integral part of the 
business curriculum seemed dubious. In other words, the subject was 
permitted and tolerated, but that was about all. 

During the fifteen years following 1920, a decided impetus was 
given to insurance instruction in our institutions of higher learning. By 
1935 survey courses in insurance had increased to 95, a 5 6/10-fold in- 
crease since 1920. Special courses in life insurance increased to 64, a 
3%-fold increase; special courses in property insurance to 31, a doubling; 
special courses in casualty insurance to 15, a 5-fold increase; special 
courses in property and casualty insurance combined to 18, a 4%-fold 
increase; and life insurance salesmanship courses to 6, a 6-fold increase. 
Along with this increase in the number of courses, there also developd 
a much better understanding of insurance service to the community, and 
of the reasonableness of including insurance as an integral part of a 
business school’s curriculum. Increasingly it was recognized that as a 
collegiate subject the study of insurance combines the virtues of mental 
discipline, a proper sense of the seriousness of life, a proper concept of 
community service, and information highly useful in living, quite as 
much as other business subjects comprising the collegiate curriculum 
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and in some instances much more so. Risk and risk bearing, in its many 
relations to both human life and property values—and economics was 
defined by its founder as the science of wealth—also was recognized 
increasingly as a separate grand division of the whole subject of econom- 
ics, as distinctive in its way as are production, exchange, distribution and 
consumption. With the better understanding of those concepts there also 
came about a greater willingness to recognize specialized courses in each 
of the three main divisions of insurance—life, property and casualty in- 
surance—to prepare students for a career in the calling, just as is done 
in other business branches, such as accounting, finance, transportation, 
industry, etc. 

With the increase in the number of insurance courses and the number 
of teachers by the early 30’s, the time was ripe to undertake the or- 
ganization of those teachers into a national association. Quite a num- 
ber of educators had been looking forward ‘to that day. Accordingly, 
fifteen years ago—in 1933—a new national association of teachers was 
brought into official being and was christened “The American Associa- 
tion of University Teachers of Insurance.” It was a heavy youngster 
because it received its proverbial slap on the back with 62 members. 
That represented about all that could be expected at the time, since only 
95 survey courses were given and the maximum number of special 
courses in life insurance and in property insurance totaled only 64 
and 31, respectively. For a long time the new born infant did not 
increase in weight, the membership varying from a minimum of 56 
to a maximum of 66 for the years 1934 to 1939, inclusive. Then a new 
diet improved the weight—the membership rising to 98 in 1940. At 
present the membership is 143, about 2% times that at the beginning, 
of whom 79 are active, meaning those who “hold a teaching appointment 
in an acredited college or university in the United States or Canada, 
and who are offering for degree credit one or more graduate or under- 
graduate courses devoted entirely to insurance,” and 64 associate mem- 
bers, meaning those “who are, or have been engaged in any form of 
educational work in insurance, but who are not eligible for active mem- 
bership.” 

The growth of insurance courses in American universities and col- 
leges since 1935 has been spiendid, and much greater than the growth 
already indicated for the previous 1% decades. By 1940 survey courses 
had increased in number during the previous five year period from 95 to 
157, offered by 143 institutions of higher learning; special courses in life 
insurance from 64 to 99; special courses in property insurance from 31 
to 53; special courses in casualty insurance from 15 to 28; special 
courses in property and casualty insurance combined from 18 to 26; and 
special courses in life insurance salesmanship from 6 to 23; a total of 
386 courses as contrasted with 229 only five years previously. 

Then came World War II with its withering effects upon instruction 
in insurance, declared “peace” and not a “war” subject. Yet I am 
sure that the two postwar years have brought the status of collegiate 
insurance courses back to the figures of 1940. We shall soon know 
the facts from the new detailed survey to be made under the auspices 
of the S. S. Huebner Foundation. So far as I can judge from cor- 
respondence and observation, practically all instuitions have attempted 
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to resume the status they held just prior to the war. In addition many 
new institutions have been added, all clamoring for teachers properly 
qualified but unable to find them in ever so many instances. 


The present trend in universities and colleges seems now to be most 
unusual and irresistable. Moreover, organized C.L.U. study groups 
numbered 187 during the past year, in 115 cities located in 40 states, 
and with an enrollment of 4,517, or 2 2/10 times the total of 1946. It 
is interesting to note that of the 187 C.L.U. study groups, 100, or 
considerably more than half, were conducted under collegiate sponsor- 
ship either solely or jointly with some life insurance organization. En- 
rollment in study groups sponsored solely by universities and colleges 
this past year totaled 1,114, and in groups sponsored jointly by universities 
and colleges and C.L.U. chapters or other life insurance organizations, 
another 1,833, or a total of 2,947, or 65 per cent of the aggregate en- 
rollment in all of the 187 groups. Study groups of the American 
Institute for Property and Liability Underwriters—with only five years 
of operation—totaled 32 during the past year and 48 for the present 
year. Many of these groups are also offered under sole or joint sponsor- 
ship of a university or college. Moreover, innumerable educational 
and training courses have been started within the insurance industry 
iteslf. A recent extended survey by Richard deR. Kip for the Insurance 
Institute of America shows that at least 371 courses, exclusive of C.L.U. 
Study Groups, are being offered by life insurance companies at present, 
and 159 courses under the auspices of property and casualty companies. 


In view of the aforementioned figures, it seems to me that the 
membership of our Association is not nearly so large as it should be. 
The 79 active members fall far short of the number who qualify for 
such membership, and the 64 associate members, it also seems to me, 
are woefully short of the large number who are “engaged in any form 
of educational work in insurance,” with private insurance companies, 
insurance organizations, and C.L.U. and C.P.C.U. study groups. In num- 
bers there is strength and advantage, as well as mutually effective co- 
operation. Our so-called “active” and “associate” membership groups 
can work together with great advantage to each other. Each can help 
the other with its points of view. Looking ahead, I can see great 
gain from an aggressive policy by our Association to enlarge the 
membership of both groups. We ought to reach out to obtain the rapidly 
growing teaching personnel in universities and colleges, as well as in 
the industry of insurance itself. Our convention programs in recent 
years have shown the advantage of hearing both sides, the university 
side as well as the industry side. Similarly we should, as basically 
important, raise the membership of the groups to the maximum for 
working and inter-association purposes. Let us give this activity our 
wholehearted support. A doubling or tripling of membership is easily 
possible within a year or two, and before long the advantages will be 
crystal clear. 


Types of Cooperation with the Industry 
Size of membership, although very important, is not nearly enough. 
Education ought to have a utility purpose and should, in a practical 
way, be identified with the insurance calling which it serves, just as 
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the practitioners in the calling of insurance should be identified with 
service to educators. Higher education, judging from the other profes- 
sions, blazes the way through research, methodology, publication and 
improved educational methods. But its own progress needs the gal- 
vanizing influence of constructive suggestions and criticism from lead- 
ers in the industry itself. The following three types of cooperative 
effort suggest themsclves, and it seems that all, except possibly one, 
are already implemented by existing committees of this Association. It 
is simply a matter of this Association’s administration slapping on the 
work on the various committees involved. 

(1) Professional Standards and Collegiate Preparation for Insurance 
Careers.—Our Association already has two standing committees within 
this area, namely, the Committee on Collegiate Preparation for Insurance 
Careers and the Committee on Professional Standards in Life, Property. 
and Casualty Insurance. What may be accomplished has already 
been indicated by two examples. With respect to the first committee, 
Drs. McCahan and Loman, respectively Deans of the American College 
of Life Underwriters and the American Institute for Property and 
Liability Underwriters, prepared last year the brochure on “College 
Education for Insurance: A Minimum Program.” It was prepared with 
a view to placing before the Deans and Curriculum Committees of col- 
leges of business administration a program capable of “being fitted into 
existing curriculum structures with a minimum of disturbance and at 
the same time provide a maximum of appropriate instruction for those 
planning to enter the insurance business.” While exceedingly valuable 
to teachers and college administrators, this accomplishment is also 
of prime interest to the insurance industry as indicative of the line of 
thought developing in our universities and colleges. The brochure has 
been given wide circulation among leaders in insurance and I know is 
appreciated. It is thought-provoking and will raise respect for our 
Association with those who are looking to us for the development of in- 
surance personnel. 

With respect to the other committee, I wish to call attention to the 
creation six years ago of the American Institute for Property and 
Liability Underwriters. Although the concept of thai worthy organiza- 
tion was pleaded many years previously, the anchor would never take 
hold. Then the weight of this Association was put behind the idea. 
An invitation was extended to the leaders of the important organiza- 
tions in the property and casualty fields for a meeting in New York. 
At this meeting, in a single day, the leading essentials were all approved 
unanimously “in principle.” Then one year thereafter, in cooperation 
with members of this Association, the Institute became a reality and 
is now functioning splendidly. In its organization five educators are 
regularly included in the Board of Trustees. The industry thinks well of 
us teachers, I know, as having made a real contribution to the wel- 
fare of the business and as being capable of rendering further 
surance industry asked to be included in the title of this Association’s 
committee, the committee previously having referred only to property 
and casualty insurance. 

The aforementioned two illustrations served merely as examples. 
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There is so much more that can be done in a cooperative manner 
between this Association and the industry. So many gaps along the 
textbook line need filling. So many suggestions for better teaching 
methods should be considered. So great a need exists for research 
along many lines with all the help we can get from the industry by 
way of suggested topics and material. The whole field is a good-sized 
task for continuous work over many years to come. The task may be 
distributed over the two committees I have mentioned as the Associa- 
tion’s administration deems best. It seems to me that these two com- 
mittees should be kept busy, submitting a report annually to serve 
as food for thought for our own members as well as for the industry. 


(2) Cooperation with Committees in the Industry.—Increasingly the 
insurance industry is setting up national policy committees with refer- 
ence to educational and training programs. Thus far there seems to 
have been a tendency “to go it themselves,” and often with a large ele- 
ment of error and waste. Here again our Association, through one 
of the aforementioned committees, might give consideration to the in- 
dustry’s educational policies and plans in a spirit of helpfulness. The 
ideal approach, as I see it, is for us, when we have policies under con- 
templation, to confer with duly constituted committees of the industry; 
and vice versa, when they contemplate the initiation of policies, to have 
them wish to obtain the views of this Association’s committees. Neither 
should want to “go it alone.” A mutual and frank interchange of ideas 
can but improve the final outcome. 


Moreover, the industry of insurance also operates through many 
local associations and committees, and often help is welcomed by the 
underwriter group, from a university or college located within the 
vicinity. I speak feelingly on this subject. The university where I 
teach has always cooperated with the local associations of Philadelphia 
and vicinity to ascertain their needs and the practicability of meeting 
them on a collegiate level. The friendships and mutual respect resulting 
from this cooperation are enduring. In fact, many of our classes 
are furnished to us by the local associations without any selling effort 
on the part of the teaching personnel. I suggest that the membership 
of this Association, if the university or college has an opportunity to 
serve locally, bear in mind the outstanding value of local cooperation 
with the industry. The American College and the American Institute 
have always pursued this policy at considerable expense. But a lot 
more may be done by insurance teachers individually for the benefit 
of the insurance industry within their respective communities. 


(3) The Recruiting of College Men for the Industry—Here develop- 
ment has been extremely slow and results have not been nearly so fav- 
orable as should be. In fact, some industry reports even say that the 
industry has not been benefitted appreciably. Most companies, how- 
ever, do some college recruiting, either directly or through their man- 
agers, but selection has been mostly of a more or less indiscriminate 
character. Dr. McCahan and I have given this subject much thought on 
behalf of the American College. Our aim was originally that the selec- 
tion, in so far as possible, should be early in the course of the student, 
preferably at the end of the Sophomore year, so that the following two 
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years might include instruction along lines best adapted to a future 
career in insurance; that the selection should be based on standards and 
tests designed to secure candidates with a good educational background, 
a satisfactory personality, an aptitude for the work, and an ability to 
absorb the vocational training. We also felt that insurance companies, 
collectively, should agree to take annually from the collegiate schools of 
business of the country several hundred graduates, starting with the 
Junior year and based upon the factors just mentioned. The number 
selected could be apportioned among the associated schools of business. 
Our thought was that the plan would show institutions of learning just 
where the insurance business stands in its cooperation with the educa- 
tional system of the country, and that it would likewise do much towards 
laying the basis for an intimate working contact with universities and 
colleges, and thus furnish a tremendous source of worthwhile recruits 
of the right kind. We had in mind emphasis by insurance employers 
upon the selection of graduates who have specialized in insurance, rather 
than the more or less indiscriminate selection of graduates in general, 
relying on the belief that they might pursue their insurance studies fol- 
lowing their employment, and hoping that left-overs and misfits may be 
avoided. 


Present trends indicate that collective action by companies may be 
postponed for years. While many companies recognize the problem 
of selection and training, they seem disposed to act individually. Within 
recent weeks one prominent life insurance company called on the em- 
ployment division of the university where I teach to explain their 
comprehensive plan, relating to both field and home office positions. 
They have and are spending huge amounts on their plan and it is 
excellent in many respects. They asked for cooperation from our 
employment division, and promised cooperation with us in return. They 
desire all the suggestions we may have for improvement of their plan. 
Similarly, a large property and casualty company has also started 
with a.plan and in a highly cooperative manner. Moreover, the Life 
Insurance Agency Management Association of the life insurance industry 
has recently undertaken a survey of the whole subject. 


Whether operated collectively or individually, the subject of col- 
lege recruiting is fundamentally important to us as well as to the 
industry. I feél that it needs collective thought and study and action 
on our part. I suggest the creation of a standing committee of this 
Association on college recruiting to give the subject of recruiting a care- 
ful survey with a view to the issuing of a detailed report under the 
auspices of this Association. We should express our opinions in organ- 
ized fashion and have them conveyed to the insurance industry. I am 
sure we can make a contribution to the industry just as the industry 
can, in turn, help us in our own thinking about the problems that must 
be met. We should take the initiative and start the ball rolling, in 
organized fashion, as regards this complex but nevertheless outstanding 


subject. 
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Cooperation with the American College of Life Underwriters, 
The American Institute for Property and Liability 
Underwriters, 
and the S. S. Huebner Foundation for Insurance Education. 

In addition to the aforementioned types of cooperation with the 
insurance industry, I hope that this Association, as well as all of its 
members individually, will always cooperate with the American College 
of Life Underwriters, the American Institute for Property and Liability 
Underwriters, and the S.S. Huebner Foundation for Insurance Education. 
I have in mind that all teachers of insurance in institutions of higher 
learning should, whenever possible, direct well-selected prospects into 
the fold of these three organizations. In turn, all of these organizations 
will be equally anxious to cooperate with universities and colleges. These 
academic organizations, sponsored and supported by the insurance in- 
dustry, cooperate most intimately with the insurance industry in truly 
academic fashion on the collegiate level. All are recognized by the 
industry as a means of placing the calling of insurance on a professional 
basis. They bridge in a practical manner the relationship between 
educational preparation and daily practice thereafter. They have 
been recognized by the industry as the logical media for improved 
service, and give an opportunity to the educational field to convey ef- 
fectively the power of knowledge, ideals, counselorship and teaching. 


The American College of Life Underwriters was established for 
the following five purposes: (1) establishment of an educational stand- 
ard for the profession of life underwriting, comprising all of the specific 
as well as general fields of knowledge essential to the rendering of ex- 
pert advice and service to the insuring public, (2) encouragement and 
fostering of the training of students in educational institutions for the 
career of professional life underwriter and fullest cooperation with uni- 
versities and colleges contemplating the introduction of a complete in- 
surance course, the College believing that the work of instruction can 
best be given by educational institutions already in existence, just as 
has been the case in accounting, law, medicine, etc., (3) cooperation with 
universities and colleges in general life insurance education for lay 
students, (4) promotion of research and the preparation and publica- 
tion of texts and other material deemed essential to the fullest realiza- 
tion of the College’s program of study in all of the fields of knowledge 
with which a life underwriter should be acquainted, and (5) awarding, 
by examination and experience requirements, a professional recogni- 
tion to properly qualified life underwriters. It is clear that the C.L.U. 
program of study, and the same is also equally true of the C.P.C.U. 
program, is right in line with collegiate standards and the collegiate 
curriculum, the examinations measuring up to anything that a collegiate 
undergraduate department can offer. 


During twenty years of operation, the American College has won its 
way and is firmly established. Three thousand candidates have now com- 
pleted all of the five C.L.U. examinations, while another 4,496 have com- 
pleted one or more of the examinations on the installment plan. Seven 
thousand, five hundred candidates have, therefore, demonstrated their 
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knowledge, by examination, in all or a part of the CLU. program. 
Last year 2,564 candidates took the examinations at 121 examination 
centers in 43 states, 1,655 of these candidates were enrolled for the first 
time, 3,239 examinations were taken, and the enrollment in C.L.U. 
study groups for the year aggregated 4,517. 

It is interesting to see the leaven work as the number of C.L.U.’s 
increases with the years. These C.L.U.’s, knowing the worth of the edu- 
cation they have had, are guiding their sons, relatives and friends to 
universities for the long-range course of education represented by the 
C.L.U. program of study, as distinguished from short snappy courses 
of bygone days. The trend is duplicating the C.P.A. movement in ac- 
counting. The same trend is also taking place in the C.P.C.U. program. 
Increasingly students are coming to our universities and colleges to 
specialize in insurance, to obtain their academic degree as well as the 
CL.U. and/or C.P.C.U. designation. At the university where I teach. 
nearly all students specializing in insurance in both the undergraduate 
and graduate divisions now come with the intention of obtaining both the 
academic degree and professional designation. It is also interesting to 
note that of this year’s 1,655 newly enrolled C.L.U. candidates, 6.3% were 
general agents or managers, 15.3% held other managerial positions, and 
13.8% comprised home office agency staff members, educators, etc., a 
total of about one-third. Moreover,of the 3,000 C.L.U.’s there is an 
extraordinary tendency to promote the holder of the designation to the 
managerial group. Many companies formerly apparently uninterested 
have suddenly brought C.L.U.’s as managers into their home office 
agency departments. Thereafter progress becomes easy. The trend is 
most welcome in view of the strategic importance of management in 
stimulating and pursuing the educational and professional ideals of the 
insurance industry. 

The American Institute for Property and Liability Underwriters 
presents the same picture already explained for the American College, 
as regards objectives, standards, progress and trends. Having operated 
only five years--three of which were war years—148 candidates have 
passed all of the five C.P.C.U. examinations, while another 405 have cre- 
dit for one or more of the examinations. Last year 459 took examin- 
ations, and of this number 159 were managers, 71 company underwriters, 
82 brokers, and 22 engaged in the rating and inspection service. Of 
the 145 who hold the C.P.C.U. designation, 38 hold managerial positions 
for companies, 59 for agency and brokerage organizations, while 6 are 
engaged in educational work, making a total of 103. Of this year's 455 
candidates, 248 were college graduates, while another 126 had college 
or professional school attendance. Of the 1,655 new candidates for the 
C.L.U. program, it may also be stated, 35% were college graduates and 
another 27% had attended college, which, when combined, amounts to 
nearly two-thirds of the total. 

The S. S. Huebner Foundation for Insurance Education, created and 
financed by life insurance companies, is a recognition on the part of the 
life insurance industry that there is a dearth of trained insurance 
teachers, that well-trained teachers in universities and colleges are 
needed, and that a well-trained insurance teacher is a most important 
center of influence for good to the insurance industry as a whole. Al- 
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though created by the life insurance industry, it should be noted that 
the training of teachers extends to al! the branches of insurance. The 
Foundation was created to meet three main types of projects, namely, 
“(1) awarding of Fellowships and Scholarships to aid teachers in accre- 
dited colleges and universities of the United States and Canada, or per- 
sons who are contemplating a teaching career in such colleges and uni- 
versities, to secure preparation at the graduate level for insurance teach- 
ing and research; (2) maintenance of a circulating insurance research 
library; and (3) making grants for the publication of research theses 
and other studies which constitute a distinct contribution directly or in- 
directly to insurance knowledge.” Although five years of war and two 
more years of adverse postwar conditions have proved a great handi- 
cap, I am happy to state that 22 different persons have had Fellowship 
and Scholarship grants, and that 10 of these have assumed teaching 
positions in as many institutions of higher learning. Moreover, many of 
these teachers in the undergraduate divisions of institutions are like- 
wise participating actively in the teaching of special C.L.U. courses for 
life underwriters. War handicaps now seem to be lifting, and a good 
future seems to be in prospect. 


A Bright Future 


The future of this Association looks bright indeed, (1) because of 
the rapid growth of the insurance industry, (2) because of the rapidity 
with which the industry is recognizing the professional concept and the 
inherent relation of long-range collegiate education of the proper pattern 
to that concept, and (3) the growing recognition among educators them- 
selves of the inherent importance of insurance as an integral part of a 
business school’s curriculum for laymen as well as for those who seek 
an insurance career. 

In life insurance the prospects for growth are enormous, as the 
significance of human life values in our economy becomes better under- 
stood. The $190 billions of outstanding life insurance with private 
companies represents merely a good scratching of the surface. It 
amounts to only about one-sixth of the total that ought to exist if every 
family head endeavored seriously and thoughtfully to protect dependents 
fairly and according to decent standards. There should, and soon will 
be, $1,000,000,000,000 of outstanding life insurance. And the emphasis, in 
addition, should be on high premium life insurance as distinguished 
from term insurance to secure the unexcelled thrift and investment 
services that life insurance offers. Since 1900, life insurance in force in 
the United States increased 18-fold, annual death claims 13-fold, annual 
disbursements to living policyholders 20%-fold, and total admitted assets 
25% -fold. 

The growth in assets is particularly gratifying, namely, from $1% 
billions to $50 billions. Last year’s increase—for a single year—amounted 
to $4 billions, which is more than twice the total assets which had accu- 
mulated up to 1900, 1% times the total assets of 1906, 87% of the total 
assets of 1911, and 50% of the total assets of 1920. Total admitted assets 
quadrupled since 1925 and doubled since 1934. They should easily amount 
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to $150 billions twenty-five years hence. The future of life insurance is 
particularly bright when we visualize the following factors: (1) the rapid 
spread of insurance education through our school system from univer- 
sities and colleges downward, (2) the rapidly improving field force, 
trained carefully in a knowledge of the subject matter involved, and 
operating on a professional plane, (3) our social philosophy which is 
working out to the advantage of life insurance as the only solution for 
many of our outstanding social ills, (4) the growing atmosphere of pa- 
ternalism, which is helping to make the public security-minded, (5) the 
rapid growth and better understanding of the annuity concept, (6) the 
increased use of life insurance as property insurance, (7) the increased 
use of life insurance, because of necessity, for bequest purposes, and (8) 
the growing scientific approach to an understanding of the social and 
economic significance of human life values, th@need of organizing, man- 
aging, conserving and liquidating these values through the medium of 
life insurance, and the recognition of the fact that for the vast majority 
of people, the “person” is the important part—the 80% to 90%—of the 
so-called “personal estate.” 

In the fields of property and casualty insurance the growth has also 
been enormous since 1900—a growth much greater than the increase in 
national wealth for the corresponding period. At present the annual 
income of property and casualty companies in the United States approxi- 
mates $3% billions, but will exceed $4 billions if we include the insurance 
exported to nonadmitted alien underwriters and the large number of 
public and privately managed self insurance funds. Admitted assets of 


companies have grown to about $7 billions and surplus to policyholders 
to about $3% billions. These branches of insurance may confidently be 
expected to grow faster than the national wealth for a long time to come. 
Moreover, there will be an enlargement of coverages and liberalization 
of contracts, and a much greater emphasis upon loss prevention than 
has prevailed heretofore. Combining all forms of insurance, it is 
interesting to note that the insuring public pays premiums today in the 
neighborhood of $12 billions and that the admitted assets of all private 
insurers in the United States reaches a grand total of about $57 billions. 


Viewing all factors, we teachers of insurance may look forward to a 
bright future full of opportunity and endeavor. The insurance industry 
is growing rapidly. It is linking up cooperatively with our higher edu- 
cational system directly, as well as indirectly through the American 
College, the American Institute and the Foundation. Now our Associ- 
ation should likewise link up intimately and aggressively with the edu- 
cational needs and policies of the industry, as well as with the middle- 
of-the-road organizations, namely, the American College, the American 
Institute and the Foundation. As an Association we must grasp the 
opportunities that lie ahead and are beckoning us. We must add to our 
membership in a manner commensurate with the growth of insurance 
teaching personnel within universities as well as within the industry 
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Itself. Both of these groups will benefit from close cooperation by way 
of constructive consideration—yes, criticism—of each other’s policies and 
activities. This is the trend in other professions. It also should be in 
insurance. Universities have been great creators of thought and action 
for the professions, and the professions, in turn, have spurred and 
wholesomely directed academic activities. I am sure that we are enter- 
ing a new era of emphasis upon higher education for professional busi- 
ness callings. This Association will celebrate its Silver Jubilee ten 
years hence. By that time, if we accept the challenge, I am confident 
that all of our record up to now will have been left far behind. 





Part Il—Review of the Year 


Life Insurance 
Alfred N. Guertin, Actuary 


American Life Convention 


In the life insurance business, the year 1947 was one of intense activity 
in several fields. The most important event was, perhaps, the revision 
of rates, reserve bases and non-forfeiture by nearly all companies so as 
to comply with the Standard Non-Forfeiture and Valuation Laws by or 
before January 1, 1948, the mandatory date in many states. Legislation 
of considerable importance was enacted in many jurisdictions. Certain 
economic trends adverse to the business seemed to have been checked 
in some degree but, on the other hand, the year saw the further develop- 
ment of inflationary forces which are certainly inimical to the welfare 
of policyholders. Finally, the business, as an economic entity, has been 
making substantial contributions in the direction of policyholder welfare. 


New Business Written 


Any annual discussion of life insurance activities naturally starts 
with an account of the new business written and the amount in force. 
This review is being prepared in advance of final figures but a good 
estimate of business written in all jurisdictions by United States com- 
panies is prepared early in December by the Life Insurance Association 
of America, based on reports of 261 companies. In his review last year, 
Mr. M. Albert Linton gave a table based on these reports and, in order 
to lend continuity, a similar table is included in this account. The 
amounts in the table include paid-up additions and are given in millions 
of dollars. 


New Life Insurance Paid For Life Insurance in Force 
at Year End 
Percentage Percentage 
Class 1946 1947 Increase 1946 1947 Increase 
Ordinary $16,557 $16,000 —3.4% $116,110 $125,600 
Industrial 4,480 4,600 2.7 30,247 31,600 
Group 2,422 2,800 15.6 28,196 33,300 








Total $23,459 $23,400 —0.3% $174,553 $190,500 


The Life Insurance Agency Management Association publishes 
monthly a survey of life insurance sales in the United States. Based 
on reports of some 97 companies which write about 85%, 72% and 98%, 
respectively, of the ordinary, industrial and group business, the survey 
is adjusted as an estimate for all companies. For comparative purposes, 
figures for the last three years are given in the following table. The 
figures, which exclude revivals, increases, dividends and reinsurance ac- 
quired, are given in millions of dollars. 
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Life Insurance Sales in the United States 

1945 1946 

Ordinary $ 9,769 $15,092 
Industrial 3,085 3,970 
Group & Wholesale 1,295 2,280 


Total $14,140 $21,343 

In the year 1946, the amount of new ordinary business paid for in 
U. S. companies was $16,557,000,000, an increase of 53.4% over the 
writings of the preceding year. It has been estimated that the writings 
of 1947 will be less than those in 1946 by some $557,000,000, or approxi- 
mately 3%. However, writings in November and December were very 
heavy. Policies issued in the United States were some 2% under 1946 
but still 57% above the average for the previous five years. The level 
established in 1946 and 1947 is about twice as high as the average for 
the decade ended in 1944 and is about 3% higher than the previous top 
year of 1929. It may well be that we have seen, in the last two years, the 
establishment of a new level of life insurance sales. On the other hand, 
the relative levels of national income for the corresponding periods indi- 
cate that there is room for further expansion in this area. 

Industrial insurance sales improved over 1946 by about 3% but the 
greatest increase was in the group and wholesale field, where there was 
a 23% gain in the sale of new contracts following a 76% increase in the 
preceding year. It will be observed that new issues in 1947 were more 
than twice the amount in 1945 and 57% greater than the average sales 
for the five year period ending in 1946. 

A continuation of present trends will see the life insurance business 
complete its second hundred billion of life insurance in force in 1948. 
The increase in insurance in force during 1947 was approximately $16 
billion and brought the total in force of $190,500,000,000. If production, 
mortality and terminations continue at the 1947 level, the business will 
pass the $200 billion mark in the latter half of 1948, just nineteen years 
after having established the first $100 billion. 


Standard Non-Forfeiture and Valuation Laws 

The legislative program, which has now resulted in operations under 
the new principles established in these laws in all but one of the forty- 
nine jurisdictions in the United States proper, developed in three phases. 
In a number of states, the legislation was adopted on a mandatory basis 
and in essentially the form recommended by the National Association 
of Insurance Commissioners. In other states, it was enacted on a non- 
mandatory basis. In still another group of states, a short form of the 
legislation was adopted, solely in order to make operations under the 
new principles possible. 

The year 1947 saw the enactment of this legislation in New York, 
Ohio, Minnesota, Kansas and Washington and the enactment in North 
Dakota, South Dakota, Wyoming, Idaho, Utah, Arizona, Rhode Island 
and Texas of short form amendments designed to permit operation of 
companies in accordance with the principles of the legislation. Thus, 
at the end of the year, legislative action to permit operation throughout 
the country under the new laws remained necessary in only two juris- 
dictions. A short form permissive bill failed in Oklahoma and a man- 
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datory bill was enacted in the District of Columbia early in 1948. Action 
in Oklahoma is expected in due course. In a number of states, company 
operations in conformity with the new principles were possible under 
existing law, so that, from that standpoint, new legislation in such states 
was not essential. 


Altogether, a period of five years elapsed between the date on which 
the National Association of Insurance Commissioners recommended the 
new legislation and the earliest mandatory date, that is, January 1, 1948, 
during each of which there was progress in the legislative program. 
There follows a schedule showing the status, on March 1, 1948, of the 
legislative situation, with indication of mandatory dates: 

Laws Mandatory January 1, 1948 

California Massachusetts New Jersey 

Delaware Michigan New York 

lilinois Minnesota Oregon 

Indiana Missouri Pennsylvania 

Kentucky Moniana Vermont 

Maine iNew Hampshire West Virginia 

Wisconsin 
Laws Having Mandatory Dates 
District of Columbia, January 1, 1950 
Maryland, April 30, 1949 North Carolina, January 1, 1950 
*Nebraska, January i, 1950 Virginia, April i, 1948 

New Mexico, January 1, 1950 Washington, July 1, 1948 
*Commissioner may extend to not later than Jan. 1, 1950 in case of 

particular ecémpanies. 
Won-Mandatory Laws 

Kensas 

Louisiana 

Ohio 

Tennessee 
Short Form, Permissive Laws Enacted 

Avizona North Dakota 

Colorado Rhode Island 

Connecticut South Dakota 

Hawaii Texas 

Idaho Utah 
Wyoming 
States In Which Legiciaticn Wes “nnecessary For Operational Purposes 

Alabama Towa 

\rkansas iNevada 

Florida Mississippi 

Georgia South Carolina 
Legislation Not Enacted 

Oklahoma (Legistlature Reconvenes 1949) 

In passing, it may be remarked that these laws were approved by 
the National Association of Insurance Commissioners as regulatory stat- 
utes. States which enacted short form bills, for operational purposes, 
as well as those where amendment was not required for such purposes, 
will, undoubtedly, as the need for closer regulation of reserve bases and 
fixing of definite minimum non-forfeiture benefits becomes more ap- 
parent, seek the enactment of the Standard legislation. Presumably, 
also, states which have enacted these bills on a non-mandatory basis 
will, in due course, make them mandatory. Th» business will cooperate 
with regulatory authorities in bringing about these changes as it has in 
the case of the states where legislation has already taken place. 


be 
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New Policy Forms and Rates 

It will be seen that January 1, 1948, was the mandatory date for 
compliance with the Standard Non-Forfeiture and Valuation Laws in 
19 states. This was sufficient to cause nearly all life insurance com- 
panies to revise their policy forms and premium rates before that date 
in all jurisdictions. As a result, we have seen in 1947 the greatest 
movement to revise policy contracts that has yet been experienced in 
this country, with its consequent burden on actuarial and legal depart- 
ments of companies in the preparation of policy forms and rates, agency 
departments in the orientation of agencies and agents, and the insurance 
departments of the various states which were swamped with thousands 
of forms for approval, many of them submitted late in the year. 

The normal effect of the new laws may be seen in the new rates 
and values of the few companies which did make the required changes 
in two steps. A few stock companies issuing non-participating policies 
had changed to a more conservative interest rate with the American 
Experience Table some time ago and later to the sa rate of interest 
with the CSO Table. In these companies, we have sgen a decrease in 
premium rates at the younger ages on low premium plans and a decided 
drop in premium rates for term policies. Increases} few in number, 
were concentrated at the high ages and high priced plans. 

Generally speaking, however, premium rates werp increased, non- 
forfeiture benefits were raised and the interest rates psed for valuation 
of reserves were lowered. At the same time, settlement options were 
also revised to reflect lower interest assumptions. As a result of the 
changes, there is probably a larger variety of premium bases, and scales 
of non-forfeiture benefits in effect than for some time in the past, a 
situation reflecting a healthy competitive situation. 

Under the section headed “Interest Rates” discussion is had of the 
trend over recent years and the present situation. The need for revi- 
sion of rates, values and reserves has been evident to actuaries for a 
number of years. Companies, however, in view of the impendency of the 
mandatory requirements of the Standard legislation were reluctant to 
make two complete changes in actuarial bases, one for interest and one 
for mortality table. Hence, many companies deferred rate changes 
which would normally have taken place many months ago until the time 
came for qualification under the Standard legislation. Increases in 
premium rates which came with adoption of the new bases were defin- 
itely overdue and were not caused by the new laws. 

As for reserve bases, the most widely used is 2%% interest with 
the Commissioners 1941 Standard Ordinary Mortality Table. The same 
basis is also used by most companies for the calculation of non-forfeiture 
benefits. Interest rates adopted vary from 2% to 3%, a few mutual 
companies adopting 2% and a few stock companies adopting 3%. Only 
a few companies have shown a disposition to use a more conservative 
interest rate for valuation of policy reserves than for non-forfeiture 
calculations, as permitted by the Standard legislation, -a result, pos- 
sibly, of the attitude indicated by the New York authorities and also 
legal difficulties remaining in a few other states. In the case of settle- 
ment options, the use of the 1937 Standard Annuity Table is almost 
universal, either with or without set back in age. The interest rate 
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adopted does not usually exceed 2%% and a number of companies are 
using a 2% rate. 

It is a tribute to both companies and supervisory authorities that 
the end of the year came and went with so few disturbing events. 
Numerous problems of interpretation of the new laws arose during the 
year. The Hooker Committee, a sub-committee of the Life Insurance 
Committee of the National Association of Insurance Commissioners, 
was called upon for assistance by a number of states. While all its 
decisions were not popular, the procedure established did result in plac- 
ing companies in the position of knowing what state attitude would 
be on a number of difficult points. Most states adhered reasonably 
closely to the decisions of the Committee. Deviations were generally 
on the side of liberality. 

One of the most significant actions of the Hooker Committee was 
the recommendation of a course of procedure to facilitate the filing of 
policy forms. A recommendation that credence be given by all state 
insurance departments to the filing of a policy by the insurance depart- 
ment of the home state of a company was generally accepted. Without 
this acceptance, it is not improbable that many companies would have 
been without policies to issue on January. 1, 1948. Its acceptance is a 
tribute to the understanding and cooperative attitude of the supervising 
agencies. On the other hand, one cannot fail to be impressed by the 
possibilities of such procedure in a number of fields of supervision. If 
the various state officials have confidence in the efficiency of each 
other’s work, the possibilities are almost endless. 


Group Insurance 

Not only was 1947 an active year from the standpoint of production 
in the group insurance field, but it was also an active year from the 
standpoint of legislative activity in that field. It will be recalled that 
1946 saw the adoption of standard definitions and standard provisions 
for group life insurance by the National Association of Insurance Com- 
missioners These definitions and provisions were formulated by the 
Life Insurance Committee of that Association after extensive study and 
interested parties had been given full opportunity for hearing. 

During 1947 seven states adopted the recommendations of the Com- 
missioners in modified form; two states amended their laws so as to 
bring them in reasonable conformity with the new statutes, and some 
five additional states passed group insurance laws which embodied some 
of the principles contained in the Commissioners’ recommendations. 
With this legislation has come the almost universal breakdown of the 
traditional minimum of fifty lives. This has now been reduced to twenty- 
five in practically all jurisdictions, thus making available the advan- 
tages of group life insurance to a substantially larger number of estab- 
lishments than had heretofore been the case. In all states where group 
insurance legislation was enacted, the so-called thirty-one day conversion 
period was retained in spite of the fact that the Commissioners had rec- 
ommended a forty-five day period. In other respects, however, some 
state legislation was broader than that recommended by the Commis- 
sioners, particularly in the field of making group insurance available to 
public employees on an employee-pay-all basis. 

Although the new legislation had been recommended only after full 
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discussion and after all interested parties had had an opportunity to be 
heard, a number of questions continue to be discussed most actively. 
Possibly the largest area of controversy lies between those who look 
upon group insurance as a means of bringing the protection of life in- 
surance to a large segment of the public not otherwise able or likely 
to obtain it, and those who believe that group business should be written 
only among highly homogeneous groups, and with close supervision, so 
that it will not get out of hand in such a way that the advantages of 
low cost will be lost and groups established where evils similar to those 
of assessment insurance might develop. The conflict of views has been 
made additionally complex by the rather sensational growth of group 
coverage, giving rise among agents to fears that the field for individual 
policy sales might thereby be narrowed. 


Investments 
The proper investment of funds is always a primary responsibility 
of life insurance management. Study of trends is rewarding in that it 
indicates into what new fields the accumulations of policyholders’ funds 
are being directed. Through returns from 49 life insurance companies, 
holding about 90% of all assets of all U.S. companies, the Life Insurance 
Association of America makes an estimate of the total assets of both 


groups each year. 
It is estimated that at December 31, 1947, U. S. life insurance com- 


panies held assets of $51.5 billion, an increase of $3.3 billion, or 6.9%. 
The following table, which is similar to those given by Mr. Linton in 
his articles in previous years, shows the distribution by investment cate- 
gories of the assets of the 49 companies referred to on December 31, 
1946, and the corresponding estimates as of December 31, 1947. All 
figures are given in millions. 


Percentage of Total 
End of End of 
Beginning Year Beginning Year 
Type of Asset of Year (Estimated) of Year Estimate 
U. S. Govt. Bonds $19,906 $18,500 45.94% 40.04% 
State, County & Municipal 450 1.06 97 
Canadian Government 1,240 2.77 2.68 
Railroad Bonds 2,718 6.18 5.88 
Public Utility Bonds ~................... 6,413 11.78 13.88 
Other Bonds 4,484 7.38 9.71 
Farm Mortgages 740 1.56 1.60 
Other Mortgages 6,460 12.31 13.98 
Policy Loan & Premium Notes .. 1,695 3.81 3.67 
Real Estate 750 1.52 1.63 
Preferred & Guaranteed Stocks .. 946 1.63 2.05 
Common Stocks ............................. 229 52 .50 


Other Assets 2.23 2.20 
; 560 1.31 1.21 














100.00% 100.00% 
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Of interest is the first decrease in many years in the Government 
bond account. This reflects the cessation of new issues by the U. S. 
Treasury and the calling of short term maturities as well as some 
liquidation on the part of companies. The companies have continued 
to show interest in the utility and industrial bond fields, the increase 
in holdings in these fields being 26% and 40%, respectively. Companies 
have become increasingly interested in private purchases of industrial 
securities which are designed to meet the requirements of lender and 
borrower alike. For the purposes of life insurance companies, these 
are often more desirable than regular market securities. A large in- 
crease in city mortgages is also evident, the total being $6,460 million, 
an increase of 21% over the previous year. In new mortgage accounts 
city mortgages have been largely preferred, the amount held increasing 
about $1.3 billion, or about 21%. Acquisitions, including substantial 
amounts in the FHA and G.I. categories, were well in excess of the in- 
crease shown, since repayments and amortization in existing accounts 
have been large. 

For the first time in many years, the aggregate real estate portfolio 
has shown an increase. Such increases have heretofore been regarded 
as reflecting an increase in foreclosures. This is no longer true. 
Broadened investment statutes under which interest in real estate (in- 
come properties and housing projects) as a primary investment can be 
given practical expression, have been enacted in a number of states. 
An unusual trend in real estate portfolios has resulted from the fact that 
a number of companies have taken advantage of these new statutes. 
Liquidation of foreclosed properties has continued, of course, during the 
year, but acquisition of properties for investment has become sub- 
stantial. 

Life insurance companies are not contributing to the solution of 
housing difficulties only by the advancing of mortgage loan funds. 
Housing projects owned by the companies, representing an investment 
of about $138,000,000, already provide housing for about 100,000 persons. 
Under construction are housing developments for about 70,000 and addi- 
tional projects in the planning stage will house an additional 30,000. 
This field is relatively new for most companies and represents a further 
development of service to the general public on the part of life com- 
panies. The further relaxation of restrictive state investment laws and 
reduction in the excessively high cost of construction would prebably 
see a considerable broadening of investments in this field. 

While the total stocks owned still do not represent a large percentage 
of assets, there has been a distinctly upward trend, particularly in pre- 
ferred stocks. An increase of over 33% in the portfolio in 1947 indicates 
a substantial interest in this category. It is undoubtedly contributed to 
in considerable measure by private purchases of whole issues by indivi- 
dual companies. However, it should be observed that life insurance 
companies are still debt holding investors, over 96% of all invested assets 
being in debt instruments. 


Interest Rates 
The downward trend of interest rates has been a matter of concern 
to life insurance executives for a number of years. It has continued un- 
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abated for a period of twenty years, the decline becoming steeper as the 


Government debt increased and as easy money policies, affecting the 


entire investment market, were imposed. The enormous effect of the 
change is graphically illustrated by the fact that the earnings rate of 
the companies was 5.25% in 1925; 4.50% in 1930, and 3.61% in 1940. The 
year 1946 saw the all-time low of 2.92% earned on life insurance company 
assets. That the earnings rate during 1947 was much higher is unlikely. 
It will be seen that had interest been earned in 1947 at rates prevalent 
years ago, dividends to policyholders would have been far greater so that 
the cost of insurance to policyholders would have been lower by amounts 
bearing a very substantial ratio to the actual cost. 

While the earning rate on new investments was falling, the rate on 
existing portfolios was also falling. When long-term Governments were 
selling at a 2.2% to 2.3% basis and the first grade corporates could be 
marketed at about 2.7% or 2.8%, it was a most favorable time for cor- 
porations with outstanding callable bonds carrying higher interest rates 
to take advantage of the situation. They did, and in large numbers 
The process was also extended to certain preferred stocks. Hence, the 
earning rate on life company portfolios shrank not only on account of 
the injection of large amounts of government bonds purchased by the 
companies, the purchase of new corporate. issues at unusually low 
yields, the purchase or granting of mortgage loans at the lower rates 
of interest than have been generally prevalent in this country, but, also 
because investments made years ago at.good rates of return were being 
refunded by issues of no better grade at substantially lower rates. 


take a definite and prolonged upward trend. Increase in overall interest 
rates on security portfolios will be the result only of purchases of new 
investments at higher rates. That higher rates can be expected is indi- 
cated by the October break in the government bond market, the lower 
support levels for such bonds, the gradual reising of short term interest 
rates by the Treasury, as well as by other governmental action to curb 
inflation. Apparently, 1947 saw the bottom of the interest curve, at 
least for the time being. These changes for the better are not sufficiently 
great, however, to warrant any particular applause by policyholders 
Their significance would lie in the fact that a trend seems to have been 
halted. 


New Annual Statement 

The year 1947 saw the completion of a new form of Annual State- 
ment for life companies, prepared by a Joint Committee of the American 
Life Convention and the Life Insurance Association of America. Work 
on such a revision was interrupted by the war although considerable 
progress had been made. The financial pages were printed and distri- 
buted in December, 1944. The balance of the Statement, consisting 
largely of asset and other schedules, has now been completed and is 
before the Committee on Blanks of the National Association of Insurance 
Commissioners. It is subject to approval by that body before it can be 
placed in general use. The new form is on “& revenue basis, includes 
accident and health insurance, and is designed as a document which 
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will be reasonably comprehensible to accountants, business men and the 
public. 

It is significant that the fire and casualty business has been em- 
barked upon a similar project and a revised form of blank, consistent 
with the principles of the new life annual statement blank was presented 
for consideration to the Committee on Blanks of the National Association 
of insurance Commissioners at its meeting in Miami in December, 1947. 


Insurance Supervision 

One of the actions in 1947 of the National Association of Insurance 
Commissioners, which may ultimately have far-reaching effects, was 
the decision to enlarge and finance the office for the Secretary of the 
Association. Maintenance of records at a central point and the avail- 
ability of information to the various states from a central source under 
the control of the Commissioners themselves will be an important aid 
to cooperation. 

More and more, as time goes on, the need for such an office has 
been found increasing. Greater cooperation among the states involves 
the necessity for the dissemination, accurately and quickly, of inform- 
ation on numerous matters. Over the years the Commissioners have 
built up an enormous body of source material, the importance of which 
does not necessarily diminish with the passage of time. The employment 
of a full-time Assistant Secretary, as is intended, should make it pos- 
sible for Commissioners to have available, at all times, full information 
on the policy of the Commissioners’ Association with respect to any 
number of questions and covering a long period of time. 

The establishment of an office by the Committee on Valuation of 
Securities several years ago and the efficient way in which it has car- 
ried out the work of that committee indicates what can be accomp- 
lished by a full-time staff on behalf of an organization such as that of 
the Commissioners. It can be predicted that the Secretary’s office will 
grow in importance and usefulness as time goes on and may ultimately 
be a strong factor in the retention of supervision by the states. 

Considerable legislation consisting largely of rate regulatory bills 
applicable to fire and casualty insurance, and a few fair trade practices 
bills designed to meet the situation created by the SEUA decision and 
Public Law 15, were enacted during the year. While life insurance has 
not been seeking any exemption from the Sherman Act or other Federal 
legislation, it has continued to cooperate with segments of the business 
and with the National Association of Insurance Commissioners in meet- 
ing the supervisory problems incident to those developments. Problems 
relative to the implementation of these laws have had much attention on 
the part of the Commissioners. Since this legislation and implementation 
thereof will undoubtedly be discussed by those reviewing the fire and 
casualty fields, there is no necessity for further discussion here. 


Research and Education 
Developments in the investment field of vital importance have come 
thick and fast in the past several years, and the need for a well-staffed 
research organization, having the special interest of life insurance in 
mind, has become increasingly obvious. The Joint Committee on In- 
vestment Research of the American Life Convention and the Life In- 
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surance Association of America has functioned in this field for several 
years. During 1947, the Committee established a permanent, full-time 
staff of competent research economists and is in a position, both as an 
independent organization and in cooperation with other research or- 
ganizations, to serve the life insurance business. 

The Life Insurance Medical Research Fund continues in its support 
of research in the field of heart ailments through the grant of funds to 
medical schools, hospitals and research organizations. In addition, a 
number of student and post-graduate fellowships were granted. This 
work through non-life insurance channels is an important contribution 
to public health. 

Increasing sales of new life insurance have brought with them re- 
newed efforts to step up sales training activities, and a greater interest 
in sales research work. 1947 saw the establishment of the Life Under- 
writers Training Council, sponsored by the National Association of Life 
Underwriters and supported by the American Life Convention, the Life 
Insurance Association of America and the Life Insurance Agency Man- 
agement Association. 

The year 1947 also saw renewal of the work of the S. S. Huebner 
Foundation for Insurance Education at the University of Pennsylvania. 
Announcement of Fellowships and scholarships has been made and the 
program of Foundation Lectures has been resumed. 

For the second year since the War, the Life Insurance Officers 
Investment Seminar, sponsored by the American Life Convention and 


Indiana University, was held with good attendance on the campus of 
the University. Plans for the 1948 Seminar involve sponsorship by the 
Convention and the University of Chicago with the situs changed to 
Lake Geneva, Wisconsin. 


The year 1947 was a memorable one in the life insurance field in a 
number of ways other than those which are discussed above. The work 
of the Life Office Management Association in the study of expenses of 
operation holds promise of much value to the business. The further 
assumption or responsibility on the part of the business to advocate or 
support measures promoting policyholder interest, as distinguished from 
matters involving operations, as well as other matters of broad public 
interest, such as Social Security and fiscal affairs, is a distinct service 
to national progress. Without fear of contradiction, it can be said that 
1947 has been a year of fruitful activity of life insurance in the publie 
interest. 
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Three issues in 1947 almost completely absorbed the interest of Fire 
and Casualty insurance men. They were the passage of rate laws in 
most states to meet the 1948 deadline imposed by the McCarran-Ferguson 
Act (Public Law 15)—including, of course, the maneuvers and agitation 
in state after state while legislation was being considered—the problem 
of finding sufficient capacity to handle insurance needs and, to a large 
extent allied with the second, disputes over rates of commission. Al- 
though there were important developments in coverages and other mat- 
ters, few people paid much attention to any but the three big issues. 

As the writer has pointed out in previous reviews, 1944 was the year 
of shock, because of the United States Supreme Court decision in the 
Southeastern Underwriters Association case, 1945 was the year in which 
the situation was analyzed, congressional legislation (the McCarran Act) 
gave the insurance business and the states a chance to work out a 
system of supervision and 1946 was the year of acrimonious debate over 
the course to follow. By this reasoning, 1947 can be called the year of 


state legislative action, in which the program was finally generally 
adopted. 1948 and the immediately subsequent years will undoubtedly 
be those in which the system will be tested. 


The Problem 

The Southeastern Underwriters Association decision held that in- 
surance is commerce and consequently that such insurance activities 
as are interstate come under the Federal Anti-Trust Laws and other 
federal laws affecting interstate commerce. Since the Anti-Trust Laws, 
particularly the Sherman Act, prohibit agreements to fix prices and 
other combinations of people and business, the whole structure of co- 
operative action as to rating, standard policies, etc., under which the 
Fire and Casualty business had operated for decades, was, on the face 
of the decision, outlawed. 

The McCarran Act recognized the desirability of cooperative action 
in many aspects of insurance, but established the principle that co- 
operative action should not be permitted without some form of govern- 
ment supervision in the public interest. 

The gist of the McCarran Act, accordingiy, was that the Sherman, 
Clayton, Federal Trade Commission and Robinson-Patman Acts should 
apply to insurance only “to the extent that such business is not regu- 
lated by state law.” To give the states a chance to set up a system of 
regulation, the McCarran Act further provided that these laws should 
not apply to insurance at all until 1 January 1948, except that the Sher- 
man Act should apply to any “act of boycott, coercion or intimidation.” 
During 1947 Congress extended this “breathing spell” to 1 July 1948. 
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As was noted last year, the Supreme Court, in 1946, upholding the 
constitutionality of the McCarran Act in Robertson vs. California and 
Prudential vs. Benjamin, pointed out that nowhere in the history of the 
United States has there been a law similar to the McCarran Act. Never 
before did Congress abdicate or delegate its regulatory power Over a 
specific business to the states. In spite of its uniqueness, the constitu- 
tionality of the law was upheld. 

The insurance business and the states, therefore, were faced with a 
deadline for enacting legislation which would “regulate” the business 
of insurance sufficiently to satisfy the requirements of the McCarran 
Act and at the same time take reasonable account of the widely diver- 
sified interests affected by such legislation. 


The Model Bills 


After months of argument, public and private, as described last 
year, the All-Industry Committee, representing all interests of the in- 
surance business, and the National Association of Insurance Commision- 
ers finally agreed upon model proposed rate legislation. The Commis- 
sioners-All-Industry Bills, as they were commonly called, had, at the 
very least, one distinctive recommendation—they represented a com- 
promise acceptable to the many conflicting segments of the business. 

The two bills—fire and casualty—were basically similar. They 
authorized cooperative action in rate making, gathering of statistics, etc. 
and provided that uniformity in insurance rates should be neither re- 
quired nor prohibited and that reasonable competition should be en- 
couraged. They required that rates, rate plans and rules should be filed 
with the state insurance commissioner, who would have the authority 
to approve or disapprove them. Rating bureaus, subject to license and 
supervision, might file for companies, but no company should be com- 
pelled to become a member or subscriber to a bureau. Bureaus, on 
the other hand, were required to admit any insurer as a member or 
subscriber. Deviations from filed rates were permitted with the approval 
of the commissioner and provision was made for appeal from actions of 
bureaus and of the commissioner, as well as for setting up machinery 
for rate administration. 

An important feature of the model bills, entirely new to the insur- 
ance business, was the autthorization of “advisory organizations” under 
insurance department supervision. This group included organizations 
which do not directly make rates but which furnish data, usually on a 
nationwide basis, upon which rates could be made by bureaus. This 
authorization permitted some organizations which had previously made 
rates for certain classes of business to continue their statistical and 
recommending functions, without running afoul of the anti-trust laws, 
but to surrender the actual rate-making to bureaus. 


Legislative Results 
The story of the legislative arguments in the different states during 
1947 would make interesting reading if space permitted. In many states, 
where all insurance interests agreed upon the All-Industry bills, the le- 
gislatures, impressed by the unanimity of opinion, passed them almost 
without discussion. In others, opposition from some segments provoked 
rows which were historic and could have been amusing to a disinterested 
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outsider. Perhaps the high point was reached in one state where 
opponents of a bill—which differed considerably from the All-Industry 
pattern—ran daily newspaper and radio advertisements denouncing the 
“black market insurance bill.” In another state, a proponent of the 
bills, comparing them to fair trade laws affecting other businesses, ac- 
cused some insurance men of wanting to do “what a fish peddler can’t.” 

The final result was that somewhat more than 30 states passed le- 
gislation substantially similar to the All-Industry model bills, with more 
or less variation. About 13 states passed or already had some species 
of rate regulatory legislation. By the beginning of 1948 only Rhode 
Island and the District of Columbia could be classed as having no rate 
laws, though the statutes of some other states were so vague that there 
is a serious doubt if they provide enough “regulation” to provide a de- 
fense to a federal anti-trust action. 

There is decidedly no uniformity in the state picture. In many 
states, additional legislation was superimposed on old laws, with a 
confusing result, and in others the departure from the All-Industry pat- 
tern was material. Several states, mostly southern, have set up state 
rating bureaus and require all companies to be members, while other 
states in that territory have state rate commissions which function quite 
differently, at least on the surface, from the rate departments of in- 
surance commissioners’ offices. Perhaps before 1948 is over, certainly 
not very long after, court actions which will answer questions as to the 
adequancy of various aspects of supervision will be under way. 


Bureaus and Organizations 

An important result of the rate law changes was a change in the 
status of many prominent insurance organizations. Obviously, no in- 
surance organization can longer function as both a trade association 
and a public rating bureau. At the beginning of 1947, the Board of Fire 
Underwriters of the Pacific gave up its rating functions, the new Pacific 
Fire Rating Bureau assuming them. (Similar steps had been taken a 
few years previously by the Chicago Board of Underwriters and the 
Boston Board.) The Southeastern Underwriters Association—defendant 
in the now classic case—surrendered its rating functions to state bureaus 
in many of its states. 

The Towner Rating Bureau went out of existence, the Surety Associ- 
ation of America taking over fidelity and surety rating. The National 
Bureau of Casualty & Surety Underwriters dropped “Surety” from its 
name—it had never entered that field. The Explosion Conference, 
Sprinkler Leakage Conference and Eastern Tornado Insurance Associa- 
tion merged into one organization; the Allied Lines Association became 
a rating bureau in some states and an advisory organization in others. 
Several other prominent organizations, such as the Interstate Under- 
writers Board and National Council on Compensation Insurance, began 
the same “double life.” The American Mutual Alliance became strictly 
a trade association, the Mutual Statistical Association qualifying as an 
advisory organization in many states. 


Capacity Problems 
That the insurance business was having trouble handling the cov- 


erage offered it was apparent by 1946 and the situation got worse in 
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1947. The tremendous increase in insurable values shot all premiums 
skyward. Much of this business was written for three and five year 
terms, tying up money which came out of surplus into unearned premium 
reserves. The drop in securities markets further cut into surpluses and 
adverse loss experience provided a three-way squeeze which made addi- 
tional business not only uninviting but often impossible to accept. It 
was a far cry from the 1930’s, when many persons were asserting the 
fire and casualty insurance business was over-capitalized and needed the 
retirement of many companies. 

The situation had political implications, particularly in the auto- 
mobile field, where financial responsibilty laws made coverage almost 
mandatory for motorists and bad accident ratios, plus skyrocketing costs 
in repairs, medical bills, etc., made automobile insurance, once a field 
of bitter competition, practically an accommodation line. The answer in 
many states was an extension of assigned risks plans, under which risks 
unable to get insurance through regular channels were parceled out to 
companies in rotation, sometimes at a surcharged premium and usually 
at a reduced commission. An assigned risk plan violates the cherish- 
ed principles of individual underwriting and selection, but most insur- 
ance officials were realistic enough to see that failure to provide needed 
coverage would inevitably mean state insurance funds. 

In fire insurance, the loss situation was not helped by disasters such 
as the Texas City explosion, the explosions in downtown Chicago and 
downtown Los Angeles and a series of severe windstorms, but basically 
the big trouble was inflated values and costs of repair and replacement. 
The great spread of extended coverage and all risk contracts as the 
personal property floater meant that every disaster involves tremen- 
dously more insured losses than ever before. 

Rate increases were secured in automobile insurance generally and 
in fire insurance in some states. Although the picture was by no means 
happy at the end of 1947, there was at least reasonable hope that the 


worst was over. 


Commissions 

With business being bought and not sold and with companies so 
glutted that agents were asking for representation instead of the usual 
vice versa, it was only natural that agents’ commissions should become 
a sore point. Many fire insurance companies in various areas an- 
nounced general reductions in commission scales, particularly in the 
so-called “excepted cities,” where the scales had been higher than else- 
where. In at least one state, action was started under the state anti- 
trust law, accusing several companies of illegal combination on this 
point. If this case should be carried through, it may be an important 
legal milestone. 

The National Association of Insurance Agents adopted a conciliatory 
position, asking the companies to defer action until the association com- 
pleted a survey of agency operating costs, in the hope that its studies 
would provide data on which a reasonable compensation could be based, 
considering services rendered. By the end of the year, the feeling, which 
had been extremely bitter, had improved materially and many agents had 
made individual amicable adjustments with their companies. In the 
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opinion of outsiders, it was most unfortunate that matters had ever 
been allowed to get to the acrimonious stage. 

The great majority of agents—and probably of company executives 
as well—do not want commissions to be regulated by law. In a number 
of states, provisions were inserted in the rate laws denying the insur- 
ance department any authority over commissions. Even without a 
specific prohibition, it is still doubtful if most rate laws authorize such 
regulation, except to the extent that a court might hold the commission 
to be an important factor in the rate. 


Other Developments 

In two state court cases in 1947, cooperative insurance action was 
held within the law. The famous Missouri rate case was finally dis- 
posed of. Although the final decision was generally adverse to the fire 
insurance companies, the Missouri supreme court did hold that many 
cooperative actions were not contrary to the state anti-trust law. In 
Minnesota, the Minneapolis Underwriters Association was victorious in 
a suit based on the agents’ association membership rules, mainly on the 
ground that the complaining agent was unable to show that he had been 
kept out of the insurance business. 

The status of many insurance practices is still in doubt and may be 
for some time, since the insurance business of necessity had to con- 
centrate first on the rating situation. Undoubtedly there will be many 
years of decisions before all the questions are answered. 

Multiple line underwriting made more progress, both in legislation 
and in practice. An interesting development was that most state rate 
laws put all forms of automobile insurance under the casualty pro- 
visions. 

One large fire insurance group took the surprising step of merging 
all its subsidiaries into the parent company. Several of the subsidiary 
companies had operated largely through general agencies, who thus lost 
valuable representation. There was a general trend away from general 
agencies, a trend typical of rising business condition, when a company 
can operate profitably on a direct agency basis. Whether this trend 
will become permanent is a question which can be answered only as 
premiums again become scarce. 





Social Insurance 


By W. Rulon Williamson, Actuarial Consultant 
The Wyatt Company 


I. Introduction 

This is the fourth annual discussion on social insurance I have had 
the privilege of presenting through the March Journal of this Associa- 
tion. 

In the first, dated March, 1945, I called the year 1944 “a year of 
reorientation in social insurance”. 1945 seemed to me “a year of in- 
quiry”. 1946 marked the end of “a decade of old age protection”. 1947 
seems to me the year of increased responsibility, the year of recognition 
of the need for balance. The One World of Wendall Wilkie is having a 
hard time being born and most of the time it looks like two worlds. The 
all-purpose social insurance programs, claiming a collectivist cradle- 
to-the-grave responsibility, must not unbalance nor overthrow the two 
sturdiest economies of the world—those of Canada and the United States 
We are in and of the world. The Marshall Plan recognizes that the 
responsibility of rebuilding has succeeded the responsibility of checking 
the aggression that led to World War II. We had been scornful of the 
“balance-of-power” politics. We cannot afford to be too scornful. Balance 


is a hard-won value. Power demands responsible use. Responsibility 
does not necessarily accompahy power. It must be sought. 


Il. The U.S. Program of Social Security 

In the last year’s review I indicated the complexity of a national 
program of old age and survivors benefits where over half the population 
is “covered” as consistent, casual or intermittent “tax-payers” but with 
nearly half of that covered group “uninsured”. I suggested the awkward- 
ness of applying the word “insurance” with its wide range of specific 
meanings and additional connotations to such a plan of benefits. Awk- 
wardness is a mild word for the gigantic omission of protection, the ap- 
parent capriciousness and discrimination, the apparent lack of the twin 
disiderata of responsibility and balance. 

The terms insurance and security have been used in our programs. 
Security is the broader. It is applied to a whole series of programs re- 
spectively called insurance, assistance and social services. Insurance 
grants benefits largely without needs tests or means tests, as a right. 
We have two insurance programs, old age and survivors insurance 
and unemployment compensation. The first is federal, using one benefit 
formula, the second is federally induced but state-administered and the 
benefit formulas are somewhat variable. Assistance or categorical re- 
licf is of three types, “old age”, “dependent children”, “needy blind”. 
All other assistance is still called “relief” or “residual relief’. The as- 
sistance are state-administered, federally subsidized. The social services 
deal with benefits to children, with vocational rehabilitation, with 
employment placement agencies. Insurance can deal with the three 
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major personal catastrophes, death, old age joblessness and extended 
disability, though the third is a special problem. 

The United States insurance-assistance programs do not include the 
personal catastrophes of long duration unemployment and of the medical 
expenditures for an individual which reach gargantuan proportions. Well 
along in the depression there was a considerable “hard core” of un- 
employment where many men said they had been continuously jobless for 
several years. All of us know the tragedy of the unusual scourge of 
illness that runs into thousands of dollars per person. In behalf of 
neither of these two catastrophic situations has any practical, forth- 
right proposal for indemnification as a right been presented. The 
serious but non-catastrophic risks of temporary unemployment and 
temporary disability are in operation, the former in all states, the 
latter in two states, California and Rhode Island. The railroad em- 
ployees are also covered for temporary unemployment and temporary 
disability under a federal program. There has been a series of bills 
for health insurance to deal with costs of medical care on a national 
basis. These covered episodes of sickness would be both serious and 
trivial. 

Personal risks may be catastrophic, serious and trivial. I should 
explicitly limit federal responsibility to the catastrophic. In England, 
the Beveridge championship of childrens allowances, marriage endow- 
ment and burial payments dealt with needs of quite different orders. 
The Beveridge report is at its weakest in discussing the existing 
“private” insurances for here he fails to show an adequate understanding 
of the structure of level premium life insurance and of the selling meth- 
ods that make it broadly effective. In the Beveridge report in England, 
the Marsh report in Canada and the National Resources Planning Board’s 
report in the United States, we have a trilogy of “too-sweeping-pro- 
posals”, out of balance because openly or tacitly aiming at too wide 
control of the benefits designed to meet personal responsibilities. The 
British law deleted some of the less wise aspects of Beveridge. These 
notes on the English speaking countries recognize that the British have 
been more democratic and more currently effective than the Central 
Europeans. ‘ 

Security at the expense of freedom is unpalatable to the pioneer. 
The pioneer spirit still persists in America. Security in a world at 
war or near-war cannot honorably be promised. More responsibility is 
in order even in the use of such a word. Insurance, too, has connota- 
tions, largely the term insurance connotations of sharing the costs 
stemming from catastrophes that strike the few by spreading the 
financial provision therefor among the many. Insurance is quite distinct 
from savings in that in insurance when the money goes into pooled 
reserves we may get it back only when the catastrophe hits us. But 
level-premium life insurance has introduced, in addition to the cur- 
rent protection concept, the concept of deferred provision with its 
concomitant of individual cash values (available at the termination of 
the contract.) These values seem closely allied to savings. This 
fallacy of life insurance being completely a bank account, of “having 
ones cake and eating it too” permeates the popular “explanations” of 
life insurance and, in turn, of social insurance. The Elizur Wright and 
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the Guertin rationalizations of the life insurance business have as yet 
no counterpart in social insurance. So far, the implications seem to 
hold that social insurances carry all the sense of insurance dependability, 
all the asset items, but that since “social insurance is different from 
private insurance”, responsibility for long-range results need not par- 
ticularly hamper our planning. An adequate study of the nature of 
insurance is over-due, a sobering analysis of the wide battery of insur- 
ances and the differences between them and between them and the com- 
pulsory social protection. “Private insurance” includes stock and mutual 
companies, ordinary life insurances, individual annuities, industrial in- 
surance, group insurance, group annuities, retirement plans, etc. I hope 
that 1948 will advance the long deferred analysis which insurance train- 
ed persons have not yet adequately performed. Insurance terms have 
largely been adopted and used by non-insurance persons. Responsibility 
and balance must mark the study. 

Our social insurance for the catastrophes of old age and death, old 
age and survivors insurance (called OASI), under the administration of 
the federal government, has divided the nation into the “ins” and the 
“outs”. It deals too largely with labor pressure groups instead of all 
citizens. It has a potential power for evil as well as for good. The 
citizen has an inalienable right to deal with his own responsibilities. 
These are taken over by an employer or by a government at their peril. 
Whenever the emphasis has been upon the bargain to one class, there 
tends to be a blinking of the question of final impact of the cost, of 
the question as to who bears the extra cost. The state is the 
sum of the citizens. Costs come to rest somewhere. In the American 
Old Age and Survivors program there seems inadequate recognition of 
the mathematics, the cost accounting back of, inherent in or following 
from: this protection. Studies of the operation and cost of OASI are 
frequently ponderous, voluminous and perplexing. The more conscien- 
tiously these studies are performed, the more dismaying they become. 
Neat, easily reed reports on OASI are apt to be misleading because 
of what they leave out. The OASI benefits seem capricious. Older men 
have favorable benefit treatment in comparison with older women. 
There are “bargains” to all aged beneficiaries taken together for a 
couple of decades. Yet these insurance benefit incomes average today 
less than two-thirds the incomes granted to the relief or assistance 
group. Many of these are getting assistance because they have been 
arbitrarily excluded from insurance benefits. Needs tests are of various 
degrees of “toughness”. The few million normal, thrifty aged citizens 
excluded from both insurance and assistance wonder if thrift has paid 
them. They see that other thrifty citizens some way, under liberal 
administration, frequently get the reward of prodigality in spite of 
their thrift: They are troubled by the absence of a clear philosophy to 
rationalize these contrasts. 

In individual life there is a succession of pre-work, work and post- 
work periods. Contracts for deferred incomes in old age are bought 
with the earnings of the productive period. For the cémmunity persons 
in the three groups exist simultaneously. Those in pre-work, and those 
in post-work status are dependent for their goods and services upon those 
that work. If social insurance is insurance, it is most wisely considered 
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term insurance. Only the whole community has the common interest and 
stability and sharing potential required for a real insurance plan. When 
this community of interest is lacking, when those who give are not told 
that they give, when the appeal is more to cupidity than to broad 
humane sharing, there emerge misunderstanding and evasiveness. Sound 
functioning requires thoroughness of analysis. These plans have been 
called insurance. In many ways the word seems a misnomer. 

Balance requires further that the great goods of the American life 
insurance program (perhaps 65 or 70 per cent of the protection of the 
world on 6 or 7 per cent of the world’s population) and our thrift, 
savings and investment structure shall not be weakened or lost, in any 
socialized program so handled that incentives and spirit and free choice 
become too largely impaired. Balance would put social insurance 
in the United States into its place as one of many agencies. Social 
insurance may furnish floors of protection coordinate with (a) various 
other forms of mass protection, and (b) the galaxy of individual insur- 
ance arrangements. The three can wisely develop together. 

A social insurance plan for the United States is valid only if the 
responsibilities it entails are understood and assumed by its citizens. 
The Eliot Bill and the early Wagner-Murray-Dingell bills, hastily thrown 
together and sponsored by the brass hats of labor seem too largely 
appeals to the cupidity of the gallery and to little mature programs 
of shared provision. They were hurried, unbalanced, uneconomic. They 
would have required that too large a portion of the national income and 
resources be routed through governmental agencies. 

During 1947 there has been a clearer recognition of the dangers of 
alien philosophies, of the superman phobia. The year has brought a 
renewed avowal of a belief in personal work, personal choice, personal 
responsibility. One congressional committee has registered protests 
against propaganda by government personnel. The December, 1947 
Readers Digest carries an article by the chairman of that committee, 
claiming that in social security the words research and statistics should 
imply very different responsibilities than those of indoctrination. 

When I called the year 1945 a year of inquiry, I may wishfully have 
been two or three years early. The inquiries are now arising. The 
inquirers include the National Association of Manufacturers, the U.S. 
Chamber of Commerce, insurance management. They represent produc- 
tion and distribution, editorial writers in leading newspapers, feature 
writers, all seeking for a philosophy. All look for balance. All feel 


responsibility. 


III. The International Scene 

A. Germany — Hayek of Austria and Great Britain several years 
ago brilliantly indicated the danger of an unbalanced state, the welfare 
state, that siphons too much of the national resources through a single 
state agency. In Germany today it is also evident that the deferred 
benefit structure of social insurance lacks balance. Conditions are 
precarious in that now-partioned Reich which had earlier routed its 
social security investments into the madness of world wars. The sim- 
plicity of sharing the costs has been lost. Those who expect relatively 
more from a bankrupt nation, because they bet more on the wrong 
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horse, create classes in misery. The German social insurance does not 
induce an inspiriting acceptance of common responsibility for all and 
by all. 

B. England — Here universality of coverage gives the closest ap- 
proach to balance and responsibility. Accumulation of reserves by 
denying benefits has been negligible. While there is muddled bookkeep- 
ing in tripartite finance, apparent subsidies to the citizen, pretense that 
labor gets benefits from the rest of the country, England, fortunately, 
isn’t committed to high benefits. England still has “his Majesty’s op- 
position” and some vigorous portest against the bootstrap school. War 
unfortunately postponed much open expression of opinion. England 
is more “down-to-earth” now, less anxious for appearances, more ap- 
preciative of food, shelter and services. The almost exclusive labor 
presentation needs supplementation by responsible, balanced, informed 
citizens. 

C. New Zealand — This labor government has had two blind 
spots in social security. It has been less cautious than Great Britain in 
its level of benefits, it has been less ready to consider the awkward 
results of deferred benefits in the use of relief methods in the present 
and in the consequent steadily increasing cost in the future. Relief is 
distasteful but needs tests in many ways hold down the benefits to 
those who have paid the most under social security taxes and under 
steadily progressive taxation toward the system. New Zealand is in 
for increasing costs as were the old life assessment companies. As 
Kermit Lang of the Equitable Life of Iowa, stationed in New Zealand 
during the war, remarks — “The system seems to be a glorification of 
mediocrity and a discouragement of enterprise”. Such a condition shows 
a lack of balance, an inadequate sense of responsibility. 

D. Latin America — Most of the Latin-American programs have been 
too much concerned with creating autonomous institutions above the 
State and with investment of reserves for deferred benefits. These 
investments tend to represent an unduly large intrusion into the 
economy by the funds and the institutes. As more cost-minded men 
come into positions of authority in government, appreciation of the 
dangers of deferment, coordinate with the unmet needs of today, is 
moving these bodies toward balance and responsibility. Business men 
are taking an interest in these problems. They are bringing in a 
fresh perception. 

E. The For East—Japan, China, Korea, India all want the benefits of 
an industrial world. The advisers to these countries find that social secur- 
ity is desired as a part of modern democratic society. Once more a proper 
sense of responsibility must preserve balance. While we here in the 
United States can irresponsibly talk about giving everyone the best 
of medical care because we do have medical facilities, it is quite dif- 
ferent in a country where medical care of any sort is simply unavailable 
for a large proportion of the population. 

F. The ILO — This organization, successively headed by Thomas, 
Butler, Winant and Phelan, is handicapped by its very structure, by a 
bias of “more for labor”, by the double awkardness of the jobholders 
complex and a “many-nations” membership. When it seems to work, 
it is probably partly due to one man’s assuming an unwarranted author- 
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ity. It survived the League of Nations and carried over until the United 
Nations had organized. It is hard to read intentions but it lacks balance. 
Its approval of a work-less, get-more philosophy in France just before 
the war seems to have been dangerously in the wrong direction. Its 
Latin-American influence seems a questionable mixture of good and 
bad elements. Ambassador Winant’s recent, poignant complaint that 
we have been raising questions about the inerrancy of the past 
touches a very sore nerve. We have to raise such questions. The 
easy answer is the right answer only when it seems to be easy but 
is the hard-won answer. 


IV. Events of 1947 
1. The growing conviction that the objectives of Russia and the 


United States are radically different is but one aspect of an increasing 
American respect for private enterprise, freedom, choice, evolutionary 
progress. Very much as the Russians have used terms like democracy, 
liberalism and the like with far different connotations than our own. 
so in social security discussion terms like private insurance, security, 
contributory plan, quite often carry a far different connotation than I, 
as a trained life insurance actuary, would accord them. 

2. Unemployment compensation has run so long without any serious 
strain upon its resources that, as in the twenties, there is optimism that 
we have now reached a plateau of high earnings and full employment 
from which there will be and should be no retreat. Analysis of un- 
employment compensation has been largely restricted to an expression of 
faith in or distrust of a full employment economy. The reserves, 
inaugurated during a depression of serious ‘magnitude, are not too 
large for the possible needs in case of a repetition of such a catastrophic 
situation. In 1947 there has been controvesy as to state as against fed- 
eral direction, as to the linking of employment service and unemploy- 
ment compensation administred, as to whether these two services repre- 
sent labor or security legislation and should be a part of the Labor 
Department or the Federal Security Agency. 

3. There were abortive efforts to rescind the temporary disability 
benefits recently added to the Railroad Retirement benefit structure. 
The Association of American Railroads has prepared a report. showing, 
among many other things, how large the costs of these compulsory 
benefits are when compared with “profits”. 

4. A report from the Bureau of Internal Revenue on extending 
OASI to such groups as agriculture, domestic service and the self-em- 
ployed makes the complexities of the collection mechanism stand out 
confirming my opinion that the evidence to date does not argue for 
the feasibility of such belated extension. The result would be that our 
current complex system would become more rather than less compli- 
cated. 

5. No expansion beyond Rhode Island and California has been made 
in the states which tack temporary disability protection on to unem- 
ployment compensation. 

6. The effort to expand coverage to a group of individualists 
called insurance agents by rulings and court decision probably compli- 
cates, rather than simplifies, OASI philosophy. 
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7. Gerontology and geriatric medicine support an indeterminate age 
of retirement and suggest the possibility of a reduction in the potential 
number of OASI beneficiaries through postponed retirement. 

8. A Latin American Institute on Social Security with representatives 
from Mexico, Central America and the Caribbean was held by the 
Social Security Administration in Washington in June. 

9. An OASI actuarial advisory group of four men, Mr. Hohaus, Mr. 
Kulp, Mr. McAndless, and Mr. Williamson has been appointed by the 
Social Security Administration. 

10. Published discussions on social security and affiliated subjects 
include National Industrial Conference Board books by Col. Plumley and 
Elizabeth Wilson, a Public Health Service Report by Dr. Louis Reed 
on Blue Cross and Medical Service Plans, a new edition of the Source 
Book on Medical Care and Costs prepared by the Social Security 
Administration, discussion of non-governmental medical care plans 
at Chicago, under the auspices of the American Association of University 
Teachers of Insurance (presented in this issue of the Journal) and a 
periodic bulletin issued by the Shearon Legislative Medical Service 
aimed largely at defending the American public from the encroachments 
of the welfare state. Of importance in this theme of insistence upon hu- 
man dignity, self-reliance and personal responsibility are Human Destiny 
by du Nouy, Tannenbaum’s discussions in the Political Science Quarterly, 
The William Henry Chamberlin articles wherever published, Mutual 
Survival by Wight Bakke. The U.S. Chamber of Commerce has con- 
tinued its study and writing in this area and has sponsored a thought- 
ful and critical analysis in the interpretation of selective service and 
other data by the Social Security Administration. ‘ 

11. Governor Winant’s tragic death has removed the one man 

who could have thrown a certain light into some of the dark corners. 
His Letter from Grosvenor Square on friendship between men and na- 
tions carries several illuminating comments on social security and the 
ILO. 
12. The 1948 hearings on Medical Care before the Senate Committee 
of Labor and Education were extremely brief, but included statements 
favoring the legislation by Mr. Falk and Mr. Cohen and a statement 
against such legislation by Mrs. Shearon. The President has requested 
such legislation in 1948. 

13. Cabinet status for the Federal Security Agency now headed by 
a new administrator, Oscar Ewing, is being debated. The tremendous 
scope of such a Department, including a comprehensive Social Security 
Administration, the Public Health Services, the Office of Education, 
that part of the Bureau of the Census dealing with Vital Statistics al- 
ready added to the office of Public Health, the other Special Services, 
is reason for most serious consideration of all the components of such 
a department, as well as the over all problems of responsibility for a nice 
balance. 


V. The Task Ahead 

A Senate Finance Committee Advisory Council is at work studying 
OASI. Most of its members are busy people, honest, intelligent, patriotic. 
Their responsibility is much greater than that of a similar committee 
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10 years ago, when not enough time was spent on study and when at 
the end Mr. Witte, in his Senate Finance Committee testimony showed 
the new program to be a rather sorry makeshift but nevertheless recom- 
mended its adoption. The temptations facing this Council are the same 
but this time the problems are complicated by the many open evidences 
of the basic weakness of the deferred benefit structure. It is inflexible, 
burdensome, fussy, A deficient plan cannot be remedied by verbal 
gymnastics about insurance, private and social. The undemocratic, dis- 
criminatory, capricious structure of the moment doesn’t need shoring up. 
It needs fundamental revamping. It needs the fresh consideration of 
objectives, of impact of cost. It needs more balance of benefits to the 
retired, the older, the middle aged, the younger, the future workers. It 
needs more sense of responsibility. It needs to avoid the extra push of 
inflation. This council] should not act from compulsion, from precedent 
or because of deadlines. It should follow the advice of my old high 
school principal — “Before you start setting down the answers to this 
examination remember this sequence—read, think, act”. I trust their 
reading and their thinking will not produce more legislation in 1948. This 
seems the year for solving problems other than social security. 








A Memorial 


JOSEPH BERNARD FINNEGAN 

Joseph Bernard Finnegan, professor emeritus and head of the De- 
partment of Fire Protection at Illinois Institute of Technology, passed 
away July 4, 1947 at his home in Chicago. 

Thus was brought to a conclusion the career of a man who was an 
independent spirit in the field of humanity; a man with an under- 
standing and love of students and one whom they learned to appreciate 
as a sincere and constructive critic. A staunch idealist he labored pains- 
takingly to develop within his students the tools they could utilize 
for their own culture. 

He was a pioneer in a new field and did more than any one man to 
develop an awareness in engineers of their responsibility for the safety 
of society. He was an unusual combination of engineer and philosopher. 
This facet of his personality was revealed when shortly before his death 
he wrote, “Why should we call uncultured the man who knows thoroughly 
and broadly the history, philosophy, and effect on the human race of 
the heat engine but is unfamiliar with the music of Brahms, while we 
hail as cultured the musician who is a master of technique and knows 
the field of harmony but is contemptuously ignorant of applied science, 
which has made possible the pipe organ?” 

Prof. Finnegan was graduated from M.LT. in 1904, receiving a B.S. 
degree in chemical engineering. He served in various fields in industry 
as an inspector in the sanitation department at Stoneham, Mass, his 
birthplace; as a chemist with the gas company of Norfolk, Va.; as an 
engineer with the insurance inspection bureau of New York City, and 
as a member of the Underwriters Laboratories engineering staff for 
24 years. 

‘Prof. Finnegan became associated with the college as an instructor in 
1905, progressively advancing to the rank of assistant professor in 
1906 and associate professor in 1907. He became full professor and head 
of the department in 1916. 

As an educator, Prof. Finnegan associated himself with many or- 
ganizations, such as the American Association for the Advancement of 
Science, American Association of University Professors, Society for the 
Promotion of Engineering Education, American Association of Mechani- 
cal Engineers, National Fire Protection Association, Western Society 
of Engineers, American Association of University Teachers of Insurance, 
and the American Polar Society. 

He was a member of Tau Beta Pi, Sphinx, and was honored originator 
of the Salamander, Fire Protection Engineering honorary fraternity. He 
interested himself in many civic groups and enterprises, most recent 
of which was membership on the Fire Protection Advisory Committee 
of the Ordnance Department, U. S. Army, during the war years. 

Prof. Finnegan’s scholarly bent of mind asserted itself in his close 
association with the college magazine. He served on the advisory board 
of the magazine and became editor-in-chief in October, 1939, serving in 
this capacity until May, 1945. He resumed this post: following his re- 
tirement and issued his first magazine in December, 1946; the May, 1947, 
issue, his last, is a fitting tribute to his discriminating taste. 
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Part IlIl—Association Activities 


Minutes of Annual Business Meeting 


The business meeting was held December 29, 1947, 5 p.m., at the 
Drake Hotel, Chicago, Illinois. 


TREASURER’S REPORT 

The Treasurer’s report was presented by J. Edward Hedges, ap- 
pointed to serve for the balance of the year following the effective 
date of Dr. Chester A. Kline’s resignation, submitted at the last annual 
meeting. The report was submitted in two parts; one, covering the 
period January 1 to July 25, and second, covering the period from July 
25 to December 29, 1947. (The reports have been consolidated and the 
composite report for the year appears on page 113). The report was 
duly accepted. 

The Secretary-Treasurer distributed copies of a list of new mem- 
bers who had joined the Association during the year. President Kulp 
pointed out that the increase to a total of approximately 150 in all mem- 
bership categories represented a substantial growth, particularly since 
no concerted membership drive had yet been initiated. 

The Secretary-Treasurer reported the death of Professor Finnegan 
of the Illinois Institute of Technology and, following the precedent 


established last year, was directed to have prepared and printed in 
the Journal a mémorial to Professor Finnegan. 


ELIZUR WRIGHT AWARD COMMITTEE 

Dr. Frank G. Dickinson, chairman, reported that the Elizur Wright 
literature prize would not be awarded this year because, in the opinion 
of the awards committee, no article, book, or report in the field of 
insurance during 1947 merits this recognition by the Association. The 
members approved unanimously a resolution expressing deep apprecia- 
tion to the anonymous donor of the prize money given in connection 
with the Award. 


REPORT OF THE SPECIAL COMMITTEE ON ASSOCIATE 
MEMBERSHIP & RELATED MATTERS 

Hampton H. Irwin, chairman, reported for the committee. (A copy 
of the report appears on page 110.) By vote of the membership, the 
President was directed to continue the Committee for the ensuing year 
in order that plans might be completed and the proposed membership 
drive carried out. 

The amendment to the constitution, dealing with the matter of As- 
sociate membership in the Association, as recommended by the com- 
mittee was discussed. The amendment had been circulated three weeks 
prior to the annual meeting and voted upon by means of a mail ballot. 
The Secretary reported 42 votes in favor to none opposed, out of an 
active membership of 73 entitled to vote. The mail vote was affirmed 
and the constitution ordered amended. “The Constitution, as amended 
is reproduced on page 114 in this issue of the Journal.) 
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Minutes of Annual Business Meeting 


REPORT OF THE EXECUTIVE COMMITTEE ON 
NOMINATIONS OF HONORARY MEMBERS 

Acting upon the suggestion of Mr. Richard deR Kip, the committee 
recommended the election of Mr. H. A. L. Cockerell and Mr. Walter Arnold 
Dinsdale, Secretary and Director of Education, respectively, of the 
Chartered Insurance Institute, London. After discussion, the committee’s 
recommendation was adopted and the Secretary instructed to extend to 
these men an invitation to become Honorary members.( The invitation 
has been duly extended and accepted.) 


COMMITTEE ON THE JOURNAL 
It was proposed and passed that a Special Committee be appointed 
to consider the problems of planning and launching an expanded Journal 
to appear more frequently than is now the case. The Committee on the 
Journal is to work closely with the Special Committee on membership 
since the success of the membership drive will determine the income 
available for the publication of an expanded Journal. 


ELECTION OF OFFICERS 
The Nominating Comittee presented its recommendations as fol- 
lows: President, J. Anderson Fitzgerald; Vice-President, Erwin A. 
Gaumnitz; Secretary-Treasurer, J. Edward Hedges; Members of Execu- 
tive Committee, Laurence J. Ackerman, (term to expire in 1950); John 
H. Magee, (term to expire in 1949). A motion was passed to declare 
the nominations closed and the nominees elected. 


INCREASE IN DUES 
After discussion, a motion to increase the annual dues from $3.00 
to $5.00 was passed and the Secretary instructed to make the change ef- 
fective immediately. Those who had paid dues in advance were not to 
be subject to the increase for the ensuing year. 


APPRECIATION 

A resolution of appreciation to the Western Underwriters Association 
for the stenotype service provided for the meeting was adopted. 

The Secretary was directed to express the Association’s thanks to 
the American Mutual Alliance for sending copies of the Insurance Book 
Reviews to the members during 1947. 

The meeting closed with a resolution of appreciation to President 
Kulp for the splendid job done by him and his administration during 
his term of office. 





REPORT 
of 


The Special Committee on Associate Membership and 
Related Matters 


To: 
Prof. C. A. Kulp, President, and members of the American Associ- 
ation of University Teachers of Insurance 
Your special committee om membership appointed at the annual 
meeting one year ago submits the following report: 


The committee as appointed by you consisted of 
Mr. John M. Breen, Chairman 
Prof. Ralph H. Blanchard 
Mr. E. J. Faulkner 
Prof. J. Edward Hedges 
Mr. Hampton H. Irwin 
Mr. Joy Lichtenstein 


However, due to Mr. Breen’s protracted illness, I was appointed acting 
chairman, and later was asked to continue as chairman. 


At this point I should like to pay tribute to the loyal support and 
cooperation of each member of the committee. Geographical separation 
made mandatory the conduct of much of our business by correspond- 
ence, but each member of the committee responded most faithfully so 
that the recommendations of the committee constitute a unanimous 
opinion, arrived at after a very complete consideration of the various 
points involved. In addition, I should like to comment upon the 
assistance given by President Kulp. I was privileged to confer with 
him personally on several occasions and again in a special meeting 
held in Professor Blanchard’s office where various details were thorough- 
ly threshed out. 


The first matter studied by the committee was the question of 
changing the name of our Association. We very quickly came to the 
conclusion that we should retain the present name—The American 
Association of University Teachers of Insurance. 


Next, we considered the matter of membership and decided that 
a change would be desirable so as to broaden the definition of associate 
membership in Section I1I—Membership—in the Constitution. Obviously, 
the committee had no authority to make this change on its own initia- 
tive; rather it recommended the change to the Executive Committee 
which in turn approved it and submitted the revised draft to the mem- 
bership for final approval. 


The committee was originally charged with the responsibility of 
formulating plans to enlarge the membership of the Association. To 
do this effectively it was felt that a membership application blank 
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should, of course, incorporate the new provisions, but this could 
not be done until the Constitutional changes were ratified. Accordingly, 
the committee reluctantly came to the conclusion that any active solici- 
tation or “drive” would have to be postponed. 


Briefly stated, the committee considered the following factors in- 
volved in broadening the scope of associate membership. The purpose 
of our Association is not only to meet the needs of the university teach- 
ing profession, but also to encourage research and offer a forum at 
which the problems of the day affecting insurance may be discussed. 
Active membership requirements remain the same and are limited to 
those offering work for degree credit in accredited colleges and uni- 
versities at the time of application for membership. Associate member- 
ship, according to the proposed revision of the Constitution, is therefore 
open not only to those ineligible as active members on the basis of 
teaching activities, but also to those who have actuarial, research, and 
statistical duties in the field of insurance. With reference to the first 
group the committee also recognizes that there are many individuals 
engaged in teaching classes in insurance (but not for degree credit) 
who should be entitled to associate membership. Such classes for ex- 
ample might include those designed to prepare the student for the 
insurance sections of the C.L.U. and C.P.C.U. examinations. There are 
also a considerable number of company educational directors who are 
made eligible under the revised provisions. It is the thought, however, 
that persons in this last category shall be those whose primary 
responsibility is supervising the formal training and education of agents, 
rather than those who although they may have such duties as a minor 
part of their assignments, are actually in training in Home Office agency 
departments for general agency or managerial appointments. Professor 
Blanchard epitomized our viewpoint by observing that the test should 
be that the individual be a “genuine educator.” 


Closely associated with the distinction between active and associate 
membership is the right to vote which is now held only by the active 
members. After thorough consideration of the various factors involved 
the committee quite positively recommends that the voting privilege 
continue to remain exclusively with the active membership. 


The committee also very carefully considered the suggestion that 
a@ special place be made in our associate membership for a subsidiary 
organization of company educational directors in one or several fields, 
or that the objectives of the Association itself be sufficiently broadened 
so that problems relating particularly to company educators could be in- 
cluded. After careful consideration the committee concluded that the 
objectives of our organization should remain as they are and that 
company educators be welcomed to associate membership. There are 
many problems common both to university teachers of insurance and 
company educators which can and should be discussed in joint meeting. 
Furthermore, we can see no objection to separate organizations of 
company educators for the purpose of discussing training problems 
which are exclusively in their respective fields. 


The committee also believes it is desirable to continue the invita- 
tional aspect in our membership procedure. Heretofore, prospective 
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members have usually been proposed for membership, and we should 
like to continue this practice. Assuming your approval, the new mem- 
bership. blank will be prepared accordingly. 

Turning now to another responsibility of the committee, namely 
the promotion of the Journal, the committee felt that since the cam- 
paign for membership had to be postponed it would not be feasible to 
initiate any special activity with respect to the Journal. 


The committee therefore formally recommends: 
(1) That the name of the Association be retained as The American 
Association of University Teachers of Insurance. 


(2) That the Constitution be revised as above indicated, in accord- 
ance with the copy of the proposed draft attached, and which was 
presented in due course to the Executive Committee, which, in turn, 
submitted it to the membership. [For amended wording of Section 
III, see copy of Constitution, as amended, on page 114.] 


Respectfully submitted, 


HAMPTON H. IRWIN 

Chairman, Special Committee on Mem- 
bership 

The American Association of University 
Teachers of Insurance 





Treasurer’s Report 
January 1 to December $1, 1947, Inc. 


(consolidated) 
INCOME 





Cash on Hand, January 1, 1947 
Membership Dues 
Sales of Proceedings: 
1946 
Others 











Sales of Reprints 
Advertising in Proceedings: 
D. Appleton Century Co. 
McGraw-Hill Book Co. 
Prentiss-Hall, Inc. 
Richard D. Irwin, Inc. 
Ronald Press Company 
United States Review Pub. Co, ~~... 




















Elizur Wright Prize Money (1946) ............ 250.00 


Elizur Wright Prize Money (1947) ............ 250.00 





Total Income 





Total Received from All Sources 





DISBURSEMENTS 

Dunlap Printing Co. (500 copies of Journal, 

1000 Reprints “Col. Ed. for Bus.”) 
Dunlap Printing Co. (Stationery) 
Elizur Wright Prize Money to Elmer Warren 

Sawyer (1946) 
Elizur Wright Prize Money Returned to 

Donor (1947) ‘ 
Room for Annual Meeting, Speakers dinners 
Miscellaneous Expenses of Secretary-Treasurer ........ 
Bank Charges for Handling Account 
Auditing of Association Books 




















Total Disbursements 








Cash on Hand, December 31, 1947 












Constitution 


Adopted by The American Association of University 
Teachers of Insurance 
December 28, 1982 


And amended December 27, 1934, April 24, 1936, January 1, 
1940 and December 29, 1947. 








lL NAME 
The name of this Association shall be The American Association of 
University Teachers of Insurance. 


I. PURPOSES 

The purposes of the Association shall be as follows: 

A. Promotion of insurance education. 

B. Encouragement of research in the insurance field. 

C. To provide an open forum for scientific discussion of all kinds of 
insurance. . 

1. The Association will take no position as an organization 
on any insurance problem nor will it be in any way re- 
sponsible for the expression of opinion of any one of its 
members. 

D. Publication of such material as may from time to time seem 
appropriate in forwarding the general purposes of the Associa- 
tion. 

EB. Cooperation with other American organizations interested in 
whole, or in part, in insurance education. 

F. Cooperation with similar organizations in foreign countries. 


It. MEMBERSHIP 
A. Membership in this Association shall be of three kinds: 

1. Active—Any person who, at the time he originally applies 
for membership or at the time he requests reinstatement 
of a membership previously lapsed, holds a teaching ap- 
pointment in an accredited college or university in the 
United States or Canada, and who is offering for degree 
credit one or more graduate or undergraduate courses de- 
. voted entirely to insurance (including insurance law and 
actuarial science), shall be eligible for active membership 
in the Association. ° 

2. Associate—Any person not eligible for active membership 
who (1) is or has been engaged in teaching classes of in- 
surance, or (2) has or has had as his primary responsibility 
supervision of the formal insurance training or education 
of agents, or (3) has or has had as his major assignment, 
actuarial, research, or statistical duties in the field of 
insurance. Associate members shall not have the right to 
vote or to hold office, except as hereinafter provided. 


(114) 



















































8. Honorary—Any person who is not a citizen or resident of 
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the United States or Canada, and whose activities have con- 
tributed substantially to the advancement of insurance edu- 
cation, may, upon recommendation of the Executive Com- 
mittee, be elected at any annual meeting, to honorary 
membership in this Association. Honorary members shall 
not have the right to vote or to hold office. 


B. Questions of membership eligibility in individual cases shal] be 


decided by the Executive Committee. 


C. Guests may be invited to participate in the deliberations, or to 


be present at the meetings of the Association, at the pleasure 
of the Executive Committee. 


IV. OFFICERS 
A. Officers of the Association shall be a President, Vice-President 


and Secretary-Treasurer, each to perform the customary duties 
of such officers, and to serve for a term of one year or until his 
successor is elected. 


B. There shall be an Executive Committee consisting of the officers, 


Cc. 


the immediate past-president, and three additional members, one 
of whom may be an associate member. 


1. A Committee on Nominations, consisting of three active 


members, shall be appointed three months before the annual 
meeting by the President, with the approval of the Ex- 
ecutive Committee, which shall make nominations for the 
offices of President, Vice-President, Secretary-Treasurer 
Treasurer and members of the Executive Committee. A 
Committee of Tellers, consisting likewise of three active 
members, shall be appointed by the President at the annual 
meeting; the duty of this committee shall be to tabulate 
all votes and report the results of the election. 


. Nominations shall be prepared and mailed to the active 


membership of the Association not less than forty-five days 
in advance of the Annual Meeting with a return envelope 
addressed to the Secretary; additional nominations may 
be made by any group of three or more active members 
who shall prepare, sign and forward their nomination or 
nominations to the Nominating Committee not less than 
thirty days prior to the Annual Meeting. The Nominating 
committee shall then send ballots containing the original and 
additional nominations without delay to all active mem- 
bers. All ballots, to be judged legal must be received 
by the Secretary at least seven days prior to the Annual 
Meeting, and both the voter and the nominee must have 
paid their dues for the current year. The Executive Com- 
mittee shall prescribe the method of signing and counting 
the ballots so as to keep the balloting secret. 

If there is only one nominee for each office, no ballots shall 
be mailed to the members, and at the Annual Meeting 
each member so nominated by the Nominating Com- 
mittee shall be declared elected. 
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4. The President or Vice-President may serve for not more 
than two consecutive years in the same office. 

D. The three additional members of the Executive Committee shall 
be elected in the manner prescribed in Section C, and shall serve 
three years. 

1. At the first election of members of the Executive Com- 
mittee one shall be chosen for a one-year term, one for 
a two-year term, and one for a three-year term. 


V. MEETINGS 

Meetings shall be held annually on the same dates as are adopted by 
the American Economic Association and/or the American Statistical 
Association for their annual meetings. These meetings shall be held 
in the same place as those of the American Economic Association 
and/or the American Statistical Association unless considered im- 
practicable by the Executive Committee, which may adopt a more 
convenient place of meeting. 


VI. QUORUM 
A. Ten active members of the Association shall constitute a quorum 
for the transaction of any kind of business at the annual meet- 
ing. 
B. Twenty active members shall constitute a quorum for the trans- 
action of any kind of business at other than annual meetings. 


VIL DUES 
The annual dues shall be determined by the Executive Committee 
and shall be billed for the calendar year. They shall not be more 


than $5.00. 


VIII. EXPENSES 

A. The Association shall pay the necessary expenses of conducting 
the office of the Secretary-Treasurer, shall furnish such station- 
ery as is necessary for other officers, and may incur such other 
expenses as are authorized by the Executive Committee. 

B. The fiscal year of the Association shall be the calendar year. 

C. In no event shall the Association incur annual expenses in ex- 
cess of the aggregate annual dues of the members, except by 
authorization of the membership at an annual meeting or at a 


special meeting. 


IX. AMENDMENTS 

The Constitution and/or By-Laws may be amended by submitting the 
amendment, signed by at least two-thirds of the members of the 
Executive Committee, to the members of the Association by mail, who 
shall either ratify or reject the amendment by communication in 
writing, te the Secretary; such amendment to be regarded as rati- 
fied in the event that two-thirds of the votes received within three 
weeks of the date on which the copy of the amendment is forwarded 
to the membership shall be in favor of such amendment. 





Membership Roster. 


ACTIVE 


Acker, Milton 

. Gen. Liability Division . 
Nat. Bur. of Cas. Underwriters 
80 John Street 
New York 7, New York 


Ackerman, Laurence J. 
Dean, School of Bus. Adm. 
University of Connecticut 
Storrs, Connecticut 


Ackerman, Saul B. 

Sch. of Commerce, Acc’ts and Fin. 
New York University 

90 Trinity Place 

New York, New York 


Adams, John F. 

Box 169 

Temple University 
Philadelphia 22, Pennsylvania 


Ahern, J. J. 

Dir., Safety Engineering Dept. 
Illinois Institute of Technology 
3300 Federal Street 


Chicago 16, Illinois 


Ailen, Francis T. 

Box 162 

Temple University 
Philadelphia 22,..Pennsylvania, 


Ayres, Robert B. 
120 South LaSalle Street 
Chicago 3, Illinois 


Babbitt, ‘Robert :M., Jr. 
Ass’t Vice-President 
Joyce & Company; Inc. 
105 W. Adams Street 
Chicago 3, Illinois. 
Banducci, Fred: A. 
Casualty Underwriter 

U.S. Fidelity & Guaranty Co. . 
444 California Street 

San Francisco 4, California 
Beadles, William T . 
Professor of Economics 
Illinois* Wesleyan University 
Bloomington, Illinois 
Beneke, H. H. 

School of Bus. Adm. 
Miami ‘University | 

Oxford, Ohio 

Blanchard, Ralph H. 
School of Business 
Columbia Universi 


New York 27, New York. a eee 


Bowers, Edison L. 

Col. of Commerce and Adm. 
Ohio State University 
Columbus, Ohio 


Brasher, Mrs. Esther Bluff 
Instructor in Insurance 
School of Business 
Indiana University 
Bloomington, Indiana 


Breidenbach, O. H. 

Asst. Prof. of Econ. & Bus. Adm. 
114 Mildred Street 

Lafayette, Louisiana 


Center, Charles C. 

Assoc. Professor of Semmaibes 
Sch. of Commerce, Sterling Hall 
The University of Wisconsin 
Madison 6, Wisconsin 


Clarke, Howard F. 
2419 Thayer Street 
Evanstcn, Illinois. ° 


Crobaugh, Clyde J. 
School of Bus. Adm. . 
Fenn College 
Cleveland, Ohio | 


Danforth, Warner C: -- 
Supervisor of Training 
ry eg Group’ 

110 ‘Milk Street 

Boston 7, Massachusetts 


Dickinson, Frank G. 

Dir. Bur. of Med. Econ. Research 
American Medical Association 

535 N. Dearborn frees. 

Chicago 10, Mlinois 

Dressler, Boris re 

Col. of the City of de“ York 

622 W. 14lst Street’ © °- a 
New York 31, New York 
Elliott;"Curtis M. 

Department of Economiés 
University of Nebraska 

Lincoln, Nebraska: ».:::»' 

Fetzer, John C. 

Professor of Insuranee - 

Newark University 

Newark, New. Jersey 

Fey, Ralph N. 

Special Agent 

Fire Ass'n of. Philadelphiti . 

3821 Carew Tower rs 
Cincinnati 2, Ohio. | 
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Fischer, Carl H. 
Department of Mathematics 
University of Michigan 
Ann Arbor, Michigan 


Fitzgerald, J. Anderson 
Dean, Col. of Bus. Adm. 
University of Texas 
é.ustin, Texas 


Flegenheimer, Monroe 
201 East 34th Street 
New York 16, New York 


Ford, Roland 
Albany Law School 
32 Eileen Street 
Albany, New York 


Gaines, Charles E. 

Associate Director 

Inst. of Ins. Marketing 
Southern Methodist University 
Dallas, Texas 


Gaumnitz, Erwin A. 
School of Commerce 
University of Wisconsin 
Madison, Wisconsin 


Goble, George W. 
College of Law 
University of Illinois 
Urbana, 


Gordon, Leland J. 
Granville, Ohio 


Graebner, Herbert C. 

Assoc. Prof. & Head, Ins. Dept. 
Butler University 

Indianapolis, Indiana 


Graves, Richard A. 

Asst. Prof. of Econ. & Ins. 
Sch. of Bus. Adm. 
University of Minnesota 
204 Vincent Hall 
Mineapolis 14, Minnesota 


Gregg, Davis W. 
4530 Chestnut Street 
Philadelphia 39, Pennsylvania 


Griesmer, Paul D. 
246 Reynolds Street 
huingston, Pennsylvania 


Guinn, W. A. 

Assoc. Prof. of Insurance 
Col. of Bus. Adm. 
University of Arkansas 
Fayetteville, Arkansas 


Hale, Clayton G. 

Partner, e Hale & Hale Ca 
208 The Arcade 

Euclid Ave. at 4th Street 
Cleveland 14, Ohio 


Hedges, J. Edward 
Professor of Insurance 
School of Business 
Indiana University 
Bloomington, Indiana 


Hetherston, John P. 
3537 Locust Street 
Philadelphia 4, Pennsylvania 


Hoffman, G. Wright 

Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 


Huebner, S. S. 

Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 


Irwin, Hampton H. 
Education Director 
Mass. Mutual Life Ins. Co. 
Springfield, Massachusetts 


Ivry, David A. 

Instructor in Insurance 
Box 76, 

University of Connnecticut 
Storrs, Connnecticut 


Jaqua, A. R. 

Director 

Inst. of Ins. Marketing 
Southern Methodist University 
Dallas, Texas 


Jenkinson, Acis, 3rd 
5670 Morton Street 
Philadelphia 44, Pennsylvania 


Kahler, C. M. 

Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 


Keech, J. Maynard 

Instructor 

Box 451 

University of Miami 

Coral Gables, Florida 

Kip, Richard deR. 

Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 
Kline, Chester A. 

Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 
Knight, C. K. 

Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 
Koon, Archie M. 

Special Agent 

Equitable Life Ass. Soc. of the U.S. 
Graham Hotel—213 

Bloomington, Indiana 
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Kulp, C. A. 

Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 


Loman, Harry J. 

Wharton Sch: of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 


Long, John D. 
Instructor in Insurance 
School of Business 
Indiana University 
Bloomington, Indiana 


Lucas, George R. 

Ass’t Prof. of Economics 
Pennsylvania State College 
State College, Pennsylvania 


Magee, J. H. 
130 Cedar Street 
Bangor, Maine 


Manning, J. R. 

Head, Dept. of Bus. Adm. 

Texas Col. of Arts and Industries 
Kingsville, Texas 


Martin, J. H. 

Manager, Standard Forms Bureau 
142 Sansome Street 

San Francisco 4, California 
McCahan, David 

Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 


McCaughan, E. H. 
1331 San Anselmo Avenue 
San Anselmo, California 


McGill, Dan M. 

Ass’t Prof. of Finance 
University of Tennessee 
Knoxville, Tennessee 


Meadows, Weaver 
Dept. of Bus. Adm. 
San Jose State College 
San Jose, California 


McNeill, John W. 

Chairman, Dept. of Management 
Fenn College 

Euclid Avenue & E. 24th 
Cleveland 15, Ohio 


Mehr, Robert I. 

Coll. of Commerce and Bus. Adm. 
University of Illinois 

Urbana, Illinois 


Morse, Robert M. 

Department of Insurance - 
Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 


Mowbray, A. H. 
Department of Economics 
University of California 
Berkeley, California 


Niehaus, Fred R. 
Professor of Finance 
School of Business 
University of Colorado 
Boulder, Colorado 


Nittinger, Ralph A. 

Insurance Department 

Wharton Sch. of Finance & Com. 
University of Pennsylvania 
Philadelphia 4, Pennsylvania 


O'Connor, James C. 

The National Underwriter Co. 
420 East 4th Street 
Cincinnati 2, Ohio 


Partington, J. E. 
College of Commerce 
State University of Iowa 
Iowa City, Iowa 


Patterson, Edwin W. 
School of Law 
Columbia University 
New York 27, New York 


Pillion, J. C. 
Bonham Road 
R. R. No. 2 
Oxford, Ohio 


Reede, Arthur H. 
1034 West Beaver Avenue 
State College, Pennsylvania 


Reyer, Karl D. 

Dept. of Bus. Adm. 
Louisiana State University 
Baton Rouge, Louisiana 


Richardson, C. R. 
Assistant Cashier 

The Travelers 

315 Montgomery Street 
San Francisco 4, California 


Riegel, Robert 

Bur. of Bus. and Soc. Research 
University of Buffalo 

3371 Main Street 

Buffalo, New York 


Ringer, L. 

Educational tor 
Aetna Insurance Group 
Hartford 15, Connecticut 


Sakolski, A. M. 


17 Lexington Avenue 
New York 1, New York 


Schuster, Louis H. 
Dept. of Bus. Adm. 


Virginia St. Col. (for Negroes) 
Petersburg, Virginia 





120; The American Association of University Teachers of Insurance 


Scoles, Donald 

College of Commerce . 
Univ. of Southern. Calif. 
University Park 

Los Angeles 7, California 


Sharkey, Kenneth 
Dept. of Hist., Econ., & Gov't. 
Purdue University 
Lafayette, Indiana 


Skinner, H. L._ ; 
406-9 Alexander — 
Abilene, Texas 


Simon, Leon Gilbert 
393 - Seventh Avenue 
New York 1, New York 


Sollenberger, I. J. 

Col. of Bus. Adm. 
University of Oklahoma 
Norman, Oklahoma 


Smith, I. W. 

Actuary 

Pioneer Mut. Life Ins. Co. 
203 - 10th Street, North 
Fargo, North Dakota 


Spangler, Clifford D. 
Insurance Department 
State Capitol 
Lincoln, Nebraska 


Stewart, James H. 

Sch. of Commerce & Adm. 
Washington and Lee University 
Lexington, Virginia 

Stock, H. Thompson 

1246 Free Press Building 
Detroit 26, Michigan 


Stribling, -Thomas 
Stribling Insurance Agency 
Waco, Texas 


Teaf, E. Adrian 

Teaf & Company 

Drexel Building 

43@ Chestnut Street 
Philadelphia 6, Pennsylvania 


Townsend, J. Russell, Jr. 
Equitable Life. Ins.: Co. of Ia. 
811 Board .of Trade-: Building 
Indianapolis 4. Indiana . 


Trosper, Joseph F. 

University Apartments, 
Building 14, Apartment 8 
Bloomington,, Indiana 

Trump, Ross M. 

Assistant Dean ‘ 

Am. Col. of Life ‘Underwriters 
N.E. Corner 36th °& Walnut Sts. 
Philadelphia 4, Pennsylvania 


Watson, J. Donald 
Professor of Finance 
University of Maryland 
Col. of Bus. & Pub. Adni: - 
College Park, Maryland 


Weston, J. F. 

Asst. Prof. of Finance 

The School of Business 
University of Chicago. 

Chicago 37, Illinois 


Williams,: Harold 8. 
Instructor in Insurance 
Room 312G—University Hall . 
State University of Iowa 
Iowa City, Iowa 


Williams, John P. 
301 Kent Road 
Wynnewood, Pennsylvania 


Winslow, J. B. 
University of Toledo 
Toledo 6, Ohio «; 


Woodward, Charles C. 
instructor .of.:Iksurance 
Baylor — 

Box 23 

Waco, ‘Texas 


Young, James R. 

College of Commerce 
Lou.siana State University 
Baton Rouge 3, Louisiana 


ASSOCIATE 


Abbott, H. Paul 

Directcr of Education 

North America Companies 
1600 Arch Street 
Philadelphia 1, ‘Pennsylvania 


Barker, Loring M. 

Actuary, Fireman’s Fund Ins. Co* 
401 California .Street 

San Franci:to 20, California 


Barr, Nathan C. 
District Manager 
Prudential Ins. Co. of America 


Suite 601-605 Hardt Building | 
1649 N. Broad Street 
Philadelphia, Pennsylvania 


Bell, Kenneth C. 


Viece*Pres. in chg. of: Ths. 
Pine & Nassau Streets 
Chase National Bank’: 
New York 15, New. York 


Bennett, Walter. W. 
5617 “Harcourt Avenue. 
Los Angélés 43, California 





Membership Roater 


Berridge, William A. 
Economist 

Metropolitan Life Ins. Co. 
No. 1 Madison Avenue 
New York 10, New York 


Bragg, James. Elton 
Doremus Bragg Agency 
The Guardian Life Ins, Co, 
50 Union Square 

New York 3, New Yoek 


Breen, John M. 
Chairman of Educ. Com. 


Lumbermen’s Mutual Casualty Co. 


4750 Sheridan Road 
Chicago 40, Illinois 
Browne, Warren . 

211 E. Delaware Place 
Chicago 11, Illinois 


Carlson, Thomas O. 

Nat. Bur. of Cas. Underwriters 
60 John Street 

New York 7, New York 


Christman, L. R. 
640 Temple Avenue 
Detroit 1, Michigan 


Crist, G. W., Jr. 
Vice President 
Fidelity & Deposit Co. of Md. 


140 Williams Street 
New York 7, New York 


Davis, Norman C. 

Director of Employee Educ. 
Nat'l Bd. of Fire Underwriters 
85 John Street 

New York 7, New York 


Donoghue, Laurence W. 
348 West Chanslor Avenue 
Richmond, California 


Eagles, A. N. 

Director 

Hartford Ins. Teng. Genter 
Hartford: Fire Ins. Ca . 
Hartford 45, Connecticut 


Eubank, Frank D. 
Director of Education 
Royal-Liverpool Groups 
Room 1303 

150 William Street’: 
New York, New York 


Farrer, Richard E. _ 
Educational]. Director 
Nat. Ass. of Ins. Agts. 
80 Maiden Lane 

New York 7, New York | 


Faulkner, E. J. 

President 
Woodmen Accident. Company 
Lincoln, 1,,.Nebraska ; 


Fetzer, Wadeé;. Jr. 
President 

W. A.. Alexander & Company 
135 South LaSalle Street 
Chicago 3, Illinois 


Flynn, Walter L. 

Manager, Research Department 
National Surety Corporation 

4 Albany Street 

New York, New: York 


Fraine, Harold .G. 

Assistant Director 

Joint Committee. on Life Insurance. 
Investment Reserve 

Life Ins. Ass’n of America 

165 Broadway 

New York’ 6, N.Y. 

Gardiner, Harold W. 

Educational Director 

The Northwestern Mut..Life Ins. 
Co, 

720 East Wisconsin. Avenue 

Milwaukee:: 2, Wisconsin 

Gibson, George G., Jr. 

State Agent 

London & Lancashire Ins.. Co; Léd. 
of London 

575 Starks Building . 

Louisville 2, Kentucky - 

Glavey, Thomas F. 

Assistant Cashier” ~~ 

The Chase National Bank” 

18 Pine Street, Corner of Nassau 

New York “15, New York 

Gravengaard, H.-P. : 

Associate Editor ‘ 

The Nat. Underwriter Co. 

429 E. Fourth Street 

Cincinnati’ 2, Ohio 

Greenough, William: C.: 

Teachers Ins, &- Annuity Ass’n of 
America 

522 Fifth Avenue .. 

New York 18, New York 

Gusweiler, Fred W. 

Ass’t Supt. of Agencies 

Union Central Life Ins. Co. 

Cincinnati 2, Ohio 

Hardy, E. R. 

Secretary-Treasurer 

Ins. Inst. of America, Inc. 

80 John Street 

New York 7% New York 

Hawkins, Don 

Assistant Secretary J 

St. Paul Fire & Marine Ins. Co. 

St. Paul 2, Minnesota **~~ 

Hay, Woodhull 

Educational Director: 

The Weekly Underwriter | . 

116 John .. Street : 





122. The American Association of University Teachers of Insurance 


New York 7, New York 
Hebard, Charl es 

521 West 1llth Street, Apt. 56 
New York, New York 


Hiller, Walter N. 

Penn Mutual Life Ins. Co. 
No. 1 N. LaSalle Street 
Chicago 2, Illinois 


Horner, William J. 

Marine Manager 

Aetna Insurance Group 

425 Walnut Street 
Philadelphia 6, Pennsylvania 


Jacobi, Joseph B. 
Supervisor, Training School 
Maryland Casualty Company 
701 W. 40th Street 
Baltimore 3, Maryland 


Jonas, Marwin F. 
Continental Casualty Company 
635 South Spring 

Los Angeles 14, California 


Jones, Frank L. 
Vice President 
=e Equitable Life Ass. Soc. of the 


393 Seventh Avenue 
New York, New York 


Keating, James F. 

Assistant Secretary 

Hartford: Accident & Indemn. Co, 
Hartford 15, Connecticut 


Kennedy, Milton C. 

Assistant Manager 

Hartford Accident & Indemn. Co. 
720 California Street 

San Francisco 20, California 


Kingsbury, E. H. 
Royal-Liverpool Group 
150 William Street 
New York 8, New York 


Landis, M. L. 

Counsel, Central Manufacturers’ 
Mutual Insurance Company 

800 S. Washington Street 

Van Wert, Ohio 


Leonhart, W. H. 
President 

Leonhart & Company, Inc. 
1020 St. Paul Street 
Baltimore 2, Maryland 


Leslie, William 

Nat. Bur. of Cas. Underwriters 
60 John Street 

New York 7, New York 


Lichtenstein, Joy 
2476 
San Francisco 23, California 


Mallalieu, W. E., Jr. 

Director of Educ. & Research 
Glens Falls Insurance Company 
Glens Falls, New York 


Mannon, Robert L. 
Assistant Chief Underwriter 
1647 Oxford Way 

Stockton, California 


May, Gustav 

Gustav May & Company 
1724-29 Carew Tower 
Cincinnati 2, Ohio 


Mays, Milton W. 

Insurance Executives Ass’n. 
116 John Street 

New York 7, New York 


McCord, L. P. 
Chairman, N. A. IL. A. 
Educational Committee 
Hildebrandt Building 
Jacksonville 2, Florida 


Michelbacher, G. F. 

Great American Indemnity Co. 
1 Liberty Street 

New York, New York 

Pierce, L. J. 

Manager, Insurance Dept. 
Merchants Trust Company 

110 East Main Street 

Muncie, Indiana 


Pierce, M. J. 

Manager 

Standard Accident Ins. Co. 
Detroit 32, Michigan 
Ratcliffe, Davis T. 

New Amstefdam Cas. Co. 
227 St. Paul Street 

Baltimore 3, Maryland 
Reiley, Edward L. 

General Agent 

The Mut. Benefit Life Ins. Co. 
856 Ledger Building 

S.W. Corner Sixth & Chestnut Sts. 
Philadelphia 6, Pennsylvania 
Rodda, W. H. 

Sect. of the Transportation 
Ins. Rating Bureau 

175 West Jackson Blvd. 
Chicago 4, Illinois 

Sachs, Jerome 

Chief, Insurance Division 
Office of International Trade 
Department of Commerce 
Washington 25, D.C. 


Philadelphia 9, Pennsylvania 





Membership Roster 


Stevenson, John A. 
President, 

Penn Mutual Life Ins. Co. 
Philadelphia, Pennsylvania 


‘Thompson, Wayne W. 
Assistant Dean 

North America Companies 
1600 Arch Street 
Philadelphia 1, Pennsylvania 


Thorp, Abner, Jr. 
Managing Editor 

The Nat. Underwriter Co. 
420 E. Fourth Street 
Cincinnati 2, Ohio 


Vander Werf, J. A. 
625 Murray Building 
Grand Rapids, Michigan 


Wohlreich, Abraham J. 

President, Stavitsky & Wohlreich 
Military Park Building 

69 Park Place 

Newark 2, New Jersey 

Wood, J. Harry 

18 Chestnut Street 

Worcester 2, Massechusetts 
Young, Malcolm G. 

Zurich Ge1. Accident & Liab. Co., 


Ltd. 
135 S. LaSalle Street 
Chicago 3, Illinois 
Zalinski, Edmund L. G. 
Managing Director 
Life Underwriter Training Council 
11 West 42nd Street 
New York 18, New York 


HONORARY 


Cockerell, H. A. L. 

Secretary 

The Chartered Insurance Institute 
20 Aldermanbury, 

London, E.C. 2 

Dinsdale, Walter Arnold 

Director of Education 

The Chartered Insurance Institute 
20 Aldermanbury, 

London, E.C. 2 


Golding, C. E. 

C. E. Golding & Company, Ltd. 
Farleigh House 

Lawrence Lane, E.C. 2 
England 

Humphry, E. W. 

20 Aldermanbury, 

London, E.C. 2 

England 


Manes, Alfred 
Indiana University 
Bloomington, Indiana 


Miura, Joshi ichi 
Chuo University 
Tokyo, Japan 

Mori, Sho-Zaburo 
Faculty of Economics, 
Meiji University 
Surugadai, Kanda 
Tokyo, Japan 


Picard, Maurice 
16, Rue de Sevres 
Vile France 


Sumien, Paul 
School of Political Sciences 
186, Rue de Vaugirard XVe 
Paris, France 





Committee Personnel 
1948 


Annual Meeting Program Committee : * 
Professor Erwin A. Gaumnitz, University of ‘Wisconsin, Chairman. 
Mr. John M. Breen, Lumbermens Mutual Casualty Company : 
Professor Clyde J. Crobaugh, Fenn College, Cleveland Se 
Professor C. M. Kahler, University of Pennsylvania 


Commiitee on Collegiate Preparation for Insurance Careers 


Professor Harry J. Loman, University of Pennsylvania, Chairman 
Professor Ralph H. Blanchard, Columbia University 
Professor David McCahan, University of Pennsylvania 


Committee on Professional Standards ‘in Life, Property and Casualty 
Insurance 


Professor S. S. Huebner, University of Pennsylvania, Chairman 
Dean J. Anderson Fitzgerald, University of Texas . 
Professor David McCahan, University of Pennsylvania 


Membership Committee 


Professor Frank G. Dickinson, American Medical Association, 
Chairman : 

Professor Chester A. Kline, University of Pennsylvania 

Mr. John M. Breen, Lumbermens Mutual Casualty Compeny:: 

Professor J. Maynard Keech, University of Miami 

Professor Donald M. Scoles, University of Southern California 

Professor Hampton H. Irwin, Wayne University, Detroit, Michigan 


t 


Nominating Committee : 
Professor Edison L. Bowers, Ohio State University, Chairman 
Mr. James C. O’Connor, The National Underwriter Company 
Professor Robert Riegel, University of Buffalo 


Elizur Wright Insurance Literature Award Committee 
Professor Frank G. Dickinson, American Medical Association, 
Chairman 
and 
Members of the Executive Committee 


Special Committee on Associate Membership and Related Matters 


Professor Hampton H. Irwin, Wayne University, Detroit, Michigan, 
Chairman 

Professor Ralph H. Blanchard, Columbia University 

Mr. John M. Breen, Lumbermens Mutual Casualty Company 

Mr. E. J. Faulkner, Woodmen Accident Company 

Professor J. Edward Hedges, Indiana University 

Mr. Joy Lichtenstein, San Rafael, California 


(124) 





: Committee Personnel for 1948 
Special Committee on the Journal 
Professor J. Edward Hedges, Indiana University, Chairman 
Mr. John M. Breen, Lumbermens Mutual Casualty Company 
Professor Frank G. Dickinson, American Medical Association 
Professor C. A. Kulp, University of Pennsylvania 
Mr. James C. O’Connor, The National Underwriter Company 


Committee on Insurance Teaching Aids 
Dr. Ross M. Trump, The American College of Life Underwriters, 
Chairman 
Professor C. M. Kahler, University of Pennsylvania 
Professor Richard deR. Kip, University of Pennsylvania 





== Just Published — — 
BY HARVARD UNIVERSITY PRESS 


Adequacy of 
Workmen's Compensation 


By ARTHUR HALLAM REEDE 


Professor of Economics and Labor Adviser to the Bureau of 
Business Research, Pennsylvania State College 


his book is an analysis of the adequacy of workmen’s com- 
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The cost of such benefits and the movement for industrial ac- 
cident prevention are shown in relation to the existing inade- 
quacies of the laws. 


Because fears of excessive costs impede the progress of 
compensation benefit scales, Professor Reede thoroughly ex- 
amines the possibility of reducing such costs. He discusses 
the preventive activities of all concerned, and shows a causal 
relation between such activities and adequate compensation 
which tends to lower compensation costs. A supplement sets 
forth the principal changes since 1940 and appraises their 
significance. 
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Students of the social security movement should be par- 


ticularly interested in this new study. 
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BANK FRAUDS 

Their Detection and Prevention 

By Lester A. Pratt, C.P.A. The first and only study of its kind, it 
analyzes, department-by-department, the various types of frauds com- 
mitted in banks; shows how to spot them, how to stop them. In 
most instances these analyses apply with equal force to insurance, 
banking or any business where employees have enough financial re- 
sponsibility. Mr. Pratt bases his work on first-hand investigations of 
thousands of actual bank embezzlements; boils them down to 210 
principal methods. A comprehensive analysis of some 1100 individual 
fraud cases is contained in a separate appendix. $4.00, 284 pages 


THE MONEY VALUE OF A MAN 


By Louis I. Dusumn, Second Vice-President and Statistician; and 
Atrrep J. Lorxa, Assistant Statistician, Metropolitan Life Insurance 
Company. This book has long been accepted as a standard guide 
for determining the money values of persons at various ages accord- 
ing to their earnings. In this newly revised edition extensive recom- 
putations have been made in the tables to conform to altered condi- 
tions, resulting largely from lowered interest rates and increased life 
expectancy. Also, the structure of the final tables showing the money 
value of a man by age and income has been remodeled, with definite 


advantage to the user. $6.00, 400 pages 


CASUALTY INSURANCE 


By C. A. Kutp, Professor of Insurance, University of Pennsylvania. 
Widely adopted for university courses, this volume does for casualty 
insurance what has been done for its companion fields—life, fire, and 
marine—namely, to put within the covers of a single volume an 
analytical treatment of hazards and policies, companies and rates. 
The Eastern Underwriter has called this standard text “One of 
the most comprehensive volumes yet written on the insurance busi- 
ness.” It is liberally documented with the emphasis throughout on 
basic principles. 48 Tables $5.00, 680 pages 


PREPARATORY BUSINESS MATHEMATICS 


By Liorp L. Sma, Professor of Mathematics, Lehigh University. 
Preparation for courses in Insurance, in Mathematics of Finance, and 
in Statistics. Designed expressly for students in Business Administra- 
tion, it contains selected topics from Algebra, Analytical Geometry; 
includes types of graphs, curve fitting, probability. $2.75, 244 pages 
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Outstanding Insurance Texts 


GENERAL INSURANCE 
THIRD EDITION 
By John H. Magee President, J. F. Singleton Company 

The new Third Editicn of GENERAL INSURANCE presents an 
up-to-date treatment of the major fields of fire, marine, casualty and 
| life insurance. Recent and significant changes in this field are re- 
flected in this volume such as the adoption of the new standard fire 
4 insurance policy, the new developments in casualty insurance and the 
Supreme Court decision affecting insurance regulation. Questions 
and problems appear at the end of esch chapter and a complete 
solutions manual is available to instructors. This manual covers all 
questions and problems in the text and also provides a series of 

review questions suitable for examinations. 
829 Pages College Price $5.50 


PROPERTY INSURANCE 

REVISED EDITION 

By John H. Magee 
PROPERTY INSURANCE presents a comprehensive study of the 
insurance cOverages available for the protection of property. The 
new standard fire insurance contract is used as a point of departure 
to illustrate the development of coverages. This follows through 
the extension of insurance protection to include excluded risks in 
the standard form, to cover additional hazards, consequential losses, 
and then to insure allied fire lines. The insurance of risks attendant 
upon the use, ownership or maintenance of property are also covered 
Jin the light of recent changes. Questions and problems are provided 
4 for each chapter and a complete solutions manual is available to 
i instructors. 
| 791 Pages College Price $5.50 


LIFE INSURANCE 
By John H. Magee 

This volume offers a well-organized and thorough coverage of all 
phases of life insurance with particular emphasis upon problems 
of current interest. Programming, the establishment and manage- 
ment of trusts, optional settlements, business insurance, pension 
plans, taxation of life insurance, legal aspects of various contracts, 
life insurance as an investment, and other timely topics are set 
forth in a logical and comprehensive manner. Questions and prob- 
lems are provided for in a special section at the back of the book. A 
complete solutions manual is available to instructors. 

729 Pages College Price $5.00 


WORKMEN’S COMPENSATION 
INSURANCE 


By Frank Lang, Division of Research, Association of Casualty 
and Surety Executives 

This new book offers an analysis of legislation, payments of benefits, 
and rehabilitation services and costs in workmen’s compensation. It 
also unfolds the story of accident prevention through the insurance 
carriers’ programs to protect workers against occupational hazards. 
Based upon thorough research among private insurance companies 
and state operated funds, this book presents authoritative informa- 
tion and all data are documented with charts, tables, graphs and 
photographs. 

239 Pages College Price $4.00 


RICHARD D. IRWIN, INC. 


3201 SOUTH MICHIGAN AVENUE CHICAGO 16, ILLINOIS 
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Appleman 221 pages, $3.00 
INLAND MARINE INSURANCE. 
Davis 399 pages, $3.00 


INDUSTRIAL LIFE INSURANCE 
IN THE UNITED STATES. 


Faulkner 366 pages, $4.50 
ACCIDENT-AND-HEALTH INSURANCE. 
Hobbs 707 pages, $5.50 


WORKMEN’S COMPENSATION INSUR- 
ANCE. Including Employers’ Liability In- 
surance. Second edition. 


Maclean 670 pages, $4.50 
LIFE INSURANCE. Sixth edition. 
Michelbacher 705 pages, $7.00 


CASUALTY INSURANCE PRINCIPLES. 
Second edition. 

Mowbray 694 pages, $5.00 
INSURANCE, Its Theory and Practice in 
the United States. Third edition. 

Patterson 501 exe $4.50 
ESSENTIALS OF INSURANCE L 

380 5 * 50 
ADJUSTMENT OF FIRE LOSSES. 
380 pages, $4.50 

FIRE INSURANCE UNDERWRITING. 


Sawyer 169 pages, $3.00 
INSURANCE AS INTERSTATE 
COMMERCE. 


320 pages, $3.50 
AUTOMOBILE LIABILITY INSURANCE. 
Wheeler and Todd 190 pages, $3.25 
SAFEGUARDING LIFE INSURANCE 
PROCEEDS. 
Winter 486 pages, $4.50 
MARINE INSURANCE. Second edition. 


Send for copies on approval 


McGraw-Hill Book Company, Inc. 


330 West 42nd Street New York 18, N. Y. 
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All-inclusive and up-to-date 


Insurance Principles and 
Practices: 
Third Edition 
By Robert Riegel, University of Buffalo, and 
Jerome S. Miller 


Arranged and written for teachability, this is the most comprehensive 
insurance text on the market. Seven new chapters, based on sugges- 
tions from hundreds of teachers, have been added. 
Describes the latest procedures in every branch—a completely modern 
treatise on life, accident, property and casualty insurance. Plus 
these valuable teaching aids: 
@ Concise summaries after each chapter aid in lecture prepara- 
tion. 
@ Extensive reading lists—recent references suggest material 
for classroom discussion. 
@ Student participation problems facilitate checking class prog- 
ress and arouse student interest. 
@ Forty-five reference charts and diagrams clarify understand- 
ing of the statistics so vital to insurance procedures. 
788 pages 6x9 


Concise . . . Logical . . . Applicable 


PROFITABLE INSURANCE AGENCY MANAGEMENT 


By Oscar Beling, nationally recognized authority, who has conducted 

successful courses in Agency Management in ten leading universities 

and fifty professional insurance organizations during the last ten 

years. The first book to show in detail how to obtain greater profits 

through skillful planning of agency functions and routines. Starts from 

scratch with the organization of a sales force, and thoroughly covers 

everything right down to collections and records. 

The discussion is centered around two major topics— 

(1) Production (sales) planning 

(2) Profit planning . . . personnel and equipment, systems and forms, 
accounting and finance. 

Examples and illustrations are taken from the author’s thirty-five 

years’ experience and the comprehensive study of 1,200 agencies. 

360 pages 6”x9” 


HOW TO SELL LIFE INSURANCE 
By Mervin L. Lane, outstanding insurance salesman for 30 years; 
president Lane Agency Practical, tested sales pointers for selling 
by personal interview, phone, and mail. Covers every phase of in- 
surance selling—locating prospects, making ——- securing in- 
terviews, making presentation, and closing the 
250 pages 6”x9” 


Send for your examination copies today 


Prentice-Hall, Inc. 


70 Fifth Avenue New York 11 
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Subscribe to... 
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52 Newsy, Instructive Issues 
for Only $2.75 


The UNITED STATES REVIEW 
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for BOOKS ON INSURANCE 
New Editions @ All Publishers 
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Write to “Book Dept.” 


United States Review Publishing Co. 
Philadelphia 5, Pa. 








PROCEEDINGS 


The Secretary has copies of the Proceedings 
of previous Annual Meetings available at 
prices ranging up to $2.00 each. 
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LIFE INSURANCE 
THIRD EDITION 


By 
S. S. HUEBNER, Ph.D., Sc.D. 


PROFESSOR OF INSURANCE AND COMMERCE AT THE © 
UNIVERSITY OF PENNSYLVANIA; PRESIDENT OF THE | 
AMERICAN COLLEGE OF LIFE UNDERWRITERS, ETC. 


THIS very practical textbook brings together in compact. 
and classified form the facts and information which 
give a comprehensive understanding of the nature of life _ 
insurance and the legitimate ways in which it should be — 
employed in the interest of pesonal, family and business — 
welfare. $4.25. i 4 


THE ECONOMICS OF 
LIFE INSURANCE 
REVISED AND ENLARGED EDITION 

By S. 8S. HUEBNER 
[EMPHASIZING the dollar value of human life in family | 
and business affairs, this textbook for advanced courses ~ 
in insurance discusses the availability of life insurance as ~ 
a practical means of applying to the management of life 


values the fundamenta! principles customarily applied to — 
property affairs. $2.50. 


PROPERTY INSURANCE 
THIRD EDITION 
By S. S. HUEBNER 


A COMPREHENSIVE and non-technical discussion of the | 
important economical and legal principles and the lead- | 
ing practices upon which the various kinds of property in- — 
surance are based. This volume will be extremely helpful 
to those engaged in the insurance business as well as to © 
property owners who wish a comprehensive understanding 
of the nature of property insurance. Illustrated. $3.75. a 
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